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To keep acid tame..sSyrup pure.. 
passengers happy 


As you relax in a high-speed, lightweight passenger car of 
lustrous Alcoa Aluminum, notice that the same metal, in over- 
alls, is guarding tricky freight right on the next track! It’s a 
fact that more tank cars were built of Alcoa Aluminum last 
year than in any ¢hree previous years .. . to confine strong 
acids .. . to baby delicate syrups and chemical compounds. 
For the railroads, Alcoa researched alloys impervious to acids, 
fciendly to foods, strong as steel. Just as we pioneered the 
way to other better buys in aluminum, for home, farm and 
industry. Equipment for work and leisure that is lighter, 
stronger, more lasting than any ever built before. ALUMINUM A Ke OA 


COMPANY OF AMERICA, 1795G Gulf Bldg., Pittsburgh 19, Pa. 
FIRST IN 


ALUMINUM 


The light metal 


INTERESTED IN railroad equipment? Ask your car build- that lasts 
er to give you facts on the long life and reduced dead m 
weight of freight and passenger cars of Alcoa Aluminum. 
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Now — Kimberly-Clark brings you 


Prem Papers at 
“Economy Prices 


st 3 aaa i in pire EA Mal 


EASY DOES IT! THAT’S 3 TONS OF NEW LEVELCOAT READY FOR SUPERCALENDERING! 


Now you can make every impression 
ta far better impression — without an 
Mincrease in printing cost! For Kim- 

berly-Clark’s four new fully-coated 
'Levelcoat* papers with new fiber, 
‘new formula, give you premium qual- 

ity press performance and reproduc- 
tion—at the cost of ordinary paper! 
You'll see new whiteness and 
brightness, feel new smoothness, in 
Pall four Levelcoat papers. In make- 
‘ready, on large or small presses, 


you'll discover new economy and 
dependability. Finally, in comparing 
reproduction with that of any other 
paper, at any price, you'll agree 
there’s a striking new difference in 
the quality of printing achieved— 
with less waste—on new Levelcoat. 
So regardless of your paper re- 
quirements — for long runs or short 
runs, for advertising pieces, mag- 
azines or house organs—look to 
Levelcoat for printability at its best. 


i 
Quick death for bark! In huge rotating steel 
drums, logs are stripped of bark as they pound 
and rub together. Removal of all such undesir- 
able elements helps make new Levelcoat whiter, 


~_—. 


cleaner, smoother. And for greater strength, ex- 
clusive new LongLac fibers are now included in 


all four Levelcoat papers. 


“Face powder” for Levelcoat’s “complexion.” 
As an aid in imparting the proper surface to 
all Levelcoat papers, only soft, white clay of face 
powder texture is used in the coating formulation, 
And now, a finer balance of all coating in- 
gredients gives new Levelcoat the smoothest, 
whitest printing surface in Kimberly-Clark history. 


Va ae : 

How bright is bright ? At Kimberly-Clark the 
brightness test tells—and as groundwood stock 
is dewatered, each sample taken must pass this 
test. It’s just one of 79 checks on paper quality 
made from tree to press—79 reasons why Level- 
coat gives you the press performance and re- 
production of higher-priced paper. 





Before choosing any printing paper — Look at Levelcoat 


New HIFECT* — with sulphate-cooked 

fibers added, permanence, foldability, di- 
| mensional stability make Hifect ideal for 
} covers or any fine letterpress printing. 


' New LITHOFECT* - for offset printing, 
Lithofect provides a moisture-and-pick-re- 
sistant coating. Offers outstanding foldabil- 
ity. Renders colors without loss of density. 


New TRUFECT*-—whiter, smoother, folds 
even better than before. Trufect, for letter- 
press, offers faster ink setting time, greater 
press dependability, finer reproduction. 


New MULTIFECT*—an economy sheet 
for volume printing. Now Multifect has added 
strength, better foldability, greater uniform- 
ity ream-on-ream than ever before. 


KIMBERLY- CLARK 


CORPORATION ae 
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The March of the News 


Remember Pearl Harbor? Sunday, 
June 25, 1950—much like Sunday, Dec. 
7, 1941—was a drowsy, quiet day in 
Washington . . . President Truman was 
off for a short rest at his home in Inde- 
pendence, Mo. High Government 
officials were taking things easy in town 
and out . . . As for the thousands of little 
people who make up the U.S. Govern- 
ment, they were sun bathing, boating on 
the Potomac, bird watching. hiking, flirt- 
ing . . . doing the hundred and one things 
that make Washington a sight to behold 
on any week end 

Suddenly things changed, as quickly 
as on that other Sunday afternoon .. . 
Word whipped through the city that 
Communists from the North had crossed 
the 38th parallel to attack Southern 


Korea . The President flew back to 
confer with Secretary of State Dean 
Acheson Defense Secretary Louis 


Johnson and Gen. Omar Bradley joined 
in . . . Secret, urgent telephone calls 
spread around the world . . . And rumors 
spread around Washington .. . As usual, 
cab drivers seemed to have the first and 
best information. 


Deadline in the Pacific. Outwardly, 
Monday was a day of uncertainty . . 
There was an air of tenseness and frus- 
tration Actually, things had been 
happening fast. 

Before midnight, President Truman 
had set a deadline against the Commu- 
nists in the Pacific . . . It ran from em- 
battled Korea down to Chiang Kai-shek’s 
island of Formosa, then south to tumultu- 
ous Indo-China Long before the 
official announcement came from the 
White House, American ships and war- 
planes were on their way to fight Com- 
munists wherever they breached that line. 


The decision. Time and events were 
crowding in on Harry Truman and his 
advisers when they first got together to 
discuss Korea . . . Official policy, often 
expressed, was “hands off” . . . But word 
was coming in from Gen. Douglas Mac- 


Arthur in Tokyo that Korea was falling 
apart under Communist blows . . . Som- 
ber words came from Europe, too. . . 
The whole world had the jitters .. . 
Something had to be done. 

As a matter of fact, the President had 
made up his mind quickly Sunday . 
This was the time to strike back . . . He 
switched his Administration’s policy of 
waiting for “the dust to settle”... By 10 
p.m. Monday, the details were worked 
out . . . Washington had General Mac- 
Arthur on the telephone . . . His orders 
were to push the Korean Communists 
back . . . Overnight, the Pentagon took 
on a wartime atmosphere. 


“Plain American talk.’ Tuesday 
morning, President Truman called in the 
top men of Congress . . . The conference 
was cloaked as a routine affair, but those 
who took part knew better before a word 
was spoken . . . It was not the usual, jok- 
ing Harry Truman who greeted them... 
He looked all business. 

Mr. Truman was flanked by Secre- 
taries Acheson and Johnson, by General 
Bradley and other military leaders . 
He nodded to Mr. Acheson who gave a 
brief, precise summary of the events since 
Sunday As soon as his Secretary of 
State finished, the poker-faced President 
fished a paper from his pocket and began 
reading The words were simple, 
clear and hard . There was not the 
usual shelter of diplomatic phrases .. . 
The Truman statement left no doubt... 
In the words of one Congressman, it was 
“plain, American talk.” 


Hot foot. At noon Tuesday, the U.S. 
statement broke upon the world . . . The 
reaction was immediate . . . Mostly it was 
enthusiastic . . . For months, Americans 
had felt cramped and squeezed by Com- 
munist threats, bluster and insolence .. . 
At long last, the bluff had been called, 
come what may. 

Everybody seemed to feel relief, mixed 
with apprehension—like kicking off a pair 
of tight shoes, in public. 
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Sometimes you may think of 
the Telephone Company simply as 
the organization that provides you 
with good telephone service at low 
cost. 

That, of course, is its most im- 
portant job. 


But its value to the community 
and to you personally goes far be- 
yond the completing of a call. 
Wrapped up in the words “Tele- 
phone Company” ate jobs and 
wages and local purchases, as well 
as telephone service. 
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The Bell System employs over 
550,000 men and women and its 
payroll is above $2,000,000,000 
annually. The wages spent by tele- 
phone employees create jobs and 
wages for people in many other lines. 
So do the large purchases by Bell 
I'elephone Companies themselves. 


Home Town Booster —WV estern 
Electric, the manufacturing, pur- 
chasing and supply unit of the Bell 
System, alone bought from 23,000 
concerns in 2500 cities and towns 
last year. 


BELL 





TELEPHONE 


These things are good for you 
and good for your town. 


Need for Adequate Rates—The 
jobs, the wages, the money spent 
for local goods and services, and the 
continuation of good telephone 
service, all depend on adequate 
rates and earnings. 

For only through adequate rates 
and earnings can Bell ‘Telephone 
Companies meet the increased cost 
of furnishing telephone service and 
attract the new capital needed to 
improve it. 


SYSTEM 








Vp preveceenees 


Oore.. oan 


Mences 





Whispers 





~ U.S. Snub for Chiang . . > Graham to Get 
- U.N. Job?... Planning New ‘NRA Codes’ 


Gen. Douglas MacArthur, Supreme 
Commander in Japan, called the turn 
in U.S. policy providing for a show- 
down with Communists in the Far 
East. General MacArthur insisted 
that there could be no new retreat 
before Communist pressure at any 
point in the Orient if U.S. expected 
to retain any standing. 


xk * 


State Department officials, two days 
after invasion of Korea started, were 
expressing the view that Southern 
Korea would have to be crossed off 
as expendable. 


x kk 


Dean Acheson, Secretary of State, 
will not resign under fire now that 
U.S. has reversed its policy as it re- 
lates to the Far East. Mr. Acheson 
was quick to agree on the need for a 
showdown with Communism in Asia 
when the cards were all on the table, 
and when General MacArthur out- 
lined the action needed. 


xk & 


Intelligence officials of U.S. had re- 
ported the troop concentrations that 
preceded the Communist invasion of 
South Korea. Appraisals of reports 
had suggested Communist offensives 
in Korea as well as elsewhere. Only 
surprise was timing and exact place 
of offensive with tendency to expect 
it directed at Formosa, not Korea. 


xk 


Chiang Kai-shek, onetime ruler of 
China and now isolated in Formosa, 
is not to be supported by U.S. as 
legal ruler of that island. Instead, 
plans call for making Formosa a trus- 
teeship of the United Nations. U.S. 
officials are hopeful that the Chinese 
can build a new leader around whom 
non-Communists will rally. 


kw * 


White House aides explain that the 
decision to stand against Communist 
expansion in the Far East does these 
things: (1) eliminates Formosa as a 
U.S. political issue; (2) gets Secre- 


4 


tary Acheson off the hook on the 
Communist issue; (3) enables Repub- 
licans to get back to a nonpartisan for- 
eign policy; (4) recognizes that Com- 
munists do control China’s mainland; 
(5) gives Russia a chance to show her 
hand; (6) assures MacArthur a dom- 
inant voice on a Japanese treaty. 


xk k 


Joseph Stalin, Russia’s dictator, made 
his mistake by taking U.S. officials 
literally when they gave the impres- 
sion a year ago that Southern Korea 
could not be held and later that the 
island of Formosa wasn’t worth a 
U.S. effort to hold. It looked like a 
good chance to pick up some more 
real estate cheap, until American pub- 
lic opinion entered. 


ek * 


Gen. Omar Bradley, Chairman, and 
other members of the U.S. Joint 
Chiefs of Staff in the period ahead 
will exercise a dominant voice in shap- 
ing direction of this country’s for- 
eign policy. Until now, President Tru- 
man, in reaching decisions, has sided 
with the State Department rather 
than the military on most issues. 
Events in Korea tipped the balance. 





CONTENTS 
RIN TUNE 5 ois ska kde ccc ccdcsscsusnecses 2 
Tomorrow: A Look Ahead.................. 7 
Showdown in the Far East.................. 1 
Korean War's Lesson: An Interview.... 14 
Stalin: Strength at Peak in ‘50............ 18 
Russian Moves Point to Tito.............. 20 
If War Comes . . . Who Must Serve.... 21 
Controls Will Be Strictest Yet............ 22 
Labor Peace—'It’s Wonderful’............ 24 
History Backs Troop Call.................... 26 
Fighting Kills Political Issues.............. 27 
People of the Week......................::066 28 
No os ove ccenzie cb cnsrsinacicesss 31 
Shooting Can Mean Shortages............ 33 
DO i ois casa vccliccsagersabesccastessens 35 
We ENING... sont sccccihvedncssedensnes 39 
How Industry Can be Drafted............ 41 
AI ANIIOINE 6565 ds occrccusccevsasciosssunees 42 
News-Lines for Businessmen.............. 44 
Business Around the World................ 45 
Indicators of Business Activity.......... 47 
David Lawrence Editorial.................... 48 


COVER: Syngman Rhee, President of Korea. See 
People of the Week, page 28. (Kodachrome 
from Harris & Ewing) 


The Associated Press is exclusively entitled to the use 
for republication of the local telegraphic and cable news 
published herein, originated by U. S. News & World 
Report or obtained from The Associated Press. 











z* 


. 


Flow of military supplies to France is 
to be stepped up in order to permit 
the French to ship more to forces in 
French Indo-China. 


xk * 


Louis Johnson, Secretary of Defense, 
was turned down by President Tru- 
man on his proposal that U. S. supply 
Spain’s Generalissimo Franco with 
some surplus U.S. military aircraft. 
Franco still is having his troubles in 
dealing with Washington. 


xk *& 


Myron Taylor, personal representa- 
tive of the President at the Vatican 
during war and early postwar years, 
might become an administrative as- 
sistant to Mr. Truman in a position 
that would enable him to maintain his 
contacts with the Vatican in Rome 
The President remains unwilling, up 
to date, to re-establish more formal 
contact with the Roman Church. 


xk 


Senator Frank Graham, defeated for 
renomination in North Carolina, 1s to 
be offered an important position with 
the United Nations before he retires 
next January. The North Carolitia 
Senator headed a mission that had 


much to do with creation of the new § 


regime in the East Indies. 
xk 


The idea of codes of fair practice. 
somewhat similar to those of NRA 
days, although Government enforced, 
is very much alive at the Federal 
Trade Commission. FTC wants big 


industries to make specific agreements | 


affecting price policies as a condition 
to the use of delivered prices. 


xk 


Word is out that Averell Harriman, 
back from Europe to become 4 
special assistant to the President, 
soon will become known as the Harry 
Hopkins of the Truman Administra- 
tion. Mr. Harriman will sit with the 
Cabinet and will be expected to han- 
dle a steadily expanding volume of 
problems for the President. 
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Ries at the “Country Squire’ and you'll 
so’ ‘1 is is for me!” “Test Drive” it and 
yo: vant to buy it! 


Fo. re is the car for everybody! 

Dad w... use it for everything from busi- 
ness to fishing expeditions. 

Mom will use it for the beach, for shops 
ping, for the family taxi! 

The kids will use it for fun! 

Loaded with features found in no other 
station wagon in its field, the ‘Country 
Squire” still sports an economy price tag. 

Your Ford Dealer will show you how easy 


it is to own the new “Country Squire.” Why 
not see him today? 





























Eesy removal of rear seat, without tools, starts conversion to 
more flat carrying area than any other station wagon in its class, 





New “Stowaway” center seat completes the ‘Flat Deck’’ load- 
ing platform. You can slide things in ‘’slick as a ballroom floor.”’ 


STATION © WAGON 


It’s a ‘‘space happy’’ 
station wagon! The outer 
panels of its all-steel 
Lifeguard’ Body are 
trimmed with wood. 

The only ‘‘wagon”’ in its 
field with an engine 
choice —100 h.p. V-8 or 
95 h.p. Six! 








With the “Level-Loading” tail gate down, there’s 38.8 square 
feet of flat deck, which handles half a ton of freight with ease. 











A man’s business judgment is only as good 
as his business information! National 
Accounting Machines enable you to get 
more money-making information about your 
business—facts you've never had before. 

They also effect direct savings in account- 
ing costs—savings which often repay the 
investment within a year. 

A capital investment that materially 
reduces expenses, and also increases your 
earning power, is doubly justified. 

Thousands of small concerns use one 


THE NATIONAL CASH REGISTER COMPANY 
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MULTIPLE-DUTY machine (in foreground) 
to handle ail their accounting—including 
payroll—changing in seconds from one job 
to another. Large concerns use batteries 
of these machines on specific jobs. 

Many firms also use the SPECIALIZED 
machine (in background), with its 20 Pay- 
roll totals and 42 Analysis Distribution 
totals, to cut costs where volume warrants. 

Have our local representative show you 
in actual figures what you can save with 
National Mechanized Accounting. 





Get this FREE 
20-page booklet 
from our local 
representative, 
or write to the 
Company at 
Dayton 9, Ohio. 
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ACCOUNTING MACHINES 
CASH REGISTERS ADDING MACHINES 
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24th and N Streets, N.W. 


Newsgran Washington, D. C. 


War, full scale, a new world war--to Start now--would be up to Russia. 
Russians don't seem ready for it. Limited war is more likely right now. 
War danger, however, cannot be discounted. Berlin is one danger spot to 
watch. Yugoslavia is another. Formosa is a third. Chinese Communists now are 
threatening to attack U.S. ships defending Formosa. Attack, if made, will force 
U.S. to strike back in the mainland bases. Russia might step in. 
Odds are against real war moves, but shooting, once started may spread. 

















War in Korea, if contained, will be irritating but not very costly. 
Korea, then, will be a testing ground. Russians, Chinese Communists will 
feed in men and Supplies from one side; U.S., the West, from the other side. 
War, probably, will be long drawn out, not short, decisive. Weapons, men, 
methods may be tried out for the big showdown of the future. That's if Russia 
is in earnest and intends to keep little wars going around the world. 
It had seemed, before Korea, that Russian leaders were willing to give the 


world a little breathing spell, a period of quiet. But that was wrong. 














Norld War III, if coming in 1950, is due in 8 weeks or less. Harvests then 
will be in, there'll be time for action before winter. It'S war season. 

War, the real thing, is heavily discounted for this year by those who 
should know. Warlike preparations, on a scale required for all-out war, are not 
being observed. Russia, not yet recovered from World War II, is far less fresh 
than U.S., far less resilient, far more vulnerable in many ways. 

War prospect, actually, may be reduced by Korean fighting. Stalin knows 
now, he doesn't have to guess, that U.S. will shoot. He can plan accordingly. 
If he doesn't want war, he'd better watch his step from now on. 











Limited war, if confined to Korea, won't add greatly to military costs. 

Defense, without war, is costing 13.5 billion dollars a year. War of the 
limited type is expected to add about 2 billions to that total, not much more. 

War cost, principally, will be in faster use of materials; in aircraft, 
munitions, vehicles, maybe ships. Fuel costs will skyrocket. Man-power costs 
aren't likely to rise much. Pay and subsistence costs go on whether troops are 
in barracks or in action. Weapon orders will be speeded up. 

Police force of 1.5 million men, costing 13.5 billions, can pretty well 
handle what North Korea has to offer in way of resistance. Local troubles of 
that kind are budgeted into military plans as now in effect. It never had been 
assumed that billions would be spent for a police force not to be used. 




















Barring world war, budget spending will not rise greatly. 

Excess-profits tax, as a result, is highly improbable. 

Tax cut, excise cut, remains better than a 50-50 prospect. 

Tax rise for individuals is not now in sight. 

Corporation tax increase to 40 or 41 per cent, from 38, is more likely. 

But: If all-out war should come, then taxes would skyrocket. A policing 
operation in Korea isn't going to force a war economy on the United States. It 
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NEWSGRAM--TOMORROW--~ (Continued) 


is testimony to some strange kind of mental state among the people to find that 
they do get panicky over shooting by Americans in a policing action in Korea. 


Draft_use right away is not likely. Draft will relate to whether armed 
forces are to be increased substantially. Volunteers will fill most needs. 

Drafting can be ordered by Mr. Truman if need arises. 

Reserves will get first call. Trained reserve officers, in some cases, are 
being asked now if they wish to volunteer. Reserves are not being ordered into 
service. Veterans, unless signed up, are not automatically in a reserve. 

National Guard call is unlikely, barring major war. 








Draft, if used for replacements, will take 1-A's in the 25-year age group 
first; then 24-year-olds, and on down to 19. Actual draft, under present rules, 
is limited to those 19 years old and up to 26. Registration is at age of 18. 

Draft deferment, as of now, covers married men, those with dependents, 
those necessary in industry and agriculture, those physically disqualified. 
Draft can be used fast, in event of need, to fill out man-power gaps in Services. 

Unused man power, as of now, Suggests that drafting will not be necessary 
for any war in Korea. Unused Marines in U.S. exceed 70,000. Unused troops in 
Japan, in U.S. run into the hundreds of thousands. This country, however, will 
commit as few units, as little material as possible in Korea when there is a 
whole world to watch. If Stalin plans war, Korea is a diversion, no more. 











Stock-market crash reflected fear of a major war. 

Equities, part ownership in industry, though, might not be so bad if a war 
did come. Industry represents something tangible, something real. 

Money itself, after one more big war, might not be worth much. Scramble 
to collect dollars could appear strange, when dollars almost surely would loSe a 
good part of their value in war. Dollar now isn't what it was in 1939. 

An operating business, real property--if not blown up--a farm, where it 
isn't too much of a financial drain during peace, often are best war hedges. 
Dollars in the bank, in another world war, might not be so valuable. 











Short of all-out war, short of a sharp rise in military demands: 

Controls will be slow to come back. Prices won't be controlled. Rations 
won't be re-established. Man power will continue relatively free. Inventories 
will be left to some kind of voluntary control, or no control. 

Military orders, however, will take precedence over civilian orders and 
industry will be required to fill those orders first. There iS power today to 
draft industry if needed to get what Government wants. That power will not have 
to be used. Industry will take and fill Government orders without question. 








Auto production is not to be cut, as things now stand. Building faces no 
Stop order short of big war. Household appliances will be ncured out. 

Television is not to be held back by any plans now in sight. 

A public scramble, however, to rush out of money into ccoods could cause a 
tight situation. It is far from sure that the price level would hold steady 
under that pressure. Creeping advance would be suggested et the least. 

Scramble by the public to date, though, is not extensive. 

Credit very probably is to be tightened somewhat. Mon--- and credit are 
fields that are being watched most closely at the moment. ~<ederal Reserve is 
convinced of the need for credit tightening now. Treasury isn't ready to get 
going. That's the spot to watch as first sign of tightening. 














Korean affair, at best, is to be long drawn out, messy and hard. It has the 
earmarks of another Greece, with Communist China feeding in men this time. 

At_worst, Korea is just a diversion while Russia gets set to move someplace 
else. It is too early to draw firm conclusions about what's up. 
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Here’s why leading car makers 
and the public prefer this great 
tire: If gives... 

A SOFTER RIDE! 

A SAFER RIDE! 

FEWER CAR REPAIRS! 

MORE MILEAGE! 


More people ride on Goodyear Tires than on any other kind 
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They all approve 
The BOClIG 
SGSratlocrarsesrs 





“The control cabin ar- 

rangement is the best 
ever. Controls and instruments 
are arranged for efficient use and 
there is plenty of room on ‘the 
bridge’ for pilot, co-pilot, navi- 
gator and engineer to perform 
their duties. This is indeed an 
air ‘liner.’’’—Caprain H. P. 


Littte, pilot, United Air Lines. 








“We can fly upstairs with 

the Stratocruiser—where 
it’s smoother, faster, but the 
passengers are ‘downstairs.’ 
Why—we can hold sea level 
cabin altitude up to 15,000 feet 
and even at 25,000 the cabin is 
only at 5400 feet.."—M. Ken- 
NETH BaseHore, flight engineer, 
Pan American World Airways. 





‘Passengers tell me they 
like its roominess—wide 
aisles, two decks, big dressing 
rooms. They can move around 
—don’t feel ‘cooped up.’ And 
the Stratocruiser handles beau- 


responsive 
—NorMAN 


tifully—stable, 
and dependable.”’ 
Hitsen, co-pilot, Northwest 
Airlines. 


A “Most popular feature? I 
A vote for the air condition- 
ing system. Imagine! The air 
changed every 90 seconds. Fil- 
tered to take out odors—even 
the color of cigarette smoke— 
no drafts and even, steady tem- 
peratures.’’—Nora J. Esers, « 
sistant supervisor of steward 
and pursers, American Overseas 


Airlines. 





= The comfort of the 
BOAC seats—full-lap illumina- 
tion for reading, the quietness, 
freedom from vibration—seems 
to me every trip some passenger 
mentions a new feature that par- 
ticularly impressed bim!’’— 
Joun KetTLesorouGh, chief 
steward, British Overseas Airways 
Corporation. 





Airline personnel are good judges of airplanes. And 
on the five airlines that fly the twin-deck Strato- 
cruiser, the great new Boeings win their enthusi- 
astic approval. Where there is a choice, they say, 
more and more people want to fly the Stratocruiser 
ahead of any other plane. 
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Boeing has built fleets of Stratocruisers for these forward-looking airlines: BRITISH OVERSEAS AIRWAYS CORPORATION 


PAN AMERICAN WORLD AIRWAYS 


* NORTHWEST AIRLINES * AMERICAN OVERSEAS AIRLINES + UNITED AIR LINES 


For the Air Force, the B-50 Superfortress, B-47 Stratojet and C-97 Stratofreighter. For the Army, the L-15 Scout liaison plane, 
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Stop signs are up for Commu- 
sists in the Pacific. 

Communists from now on will 
move east and south of China at 
heir own peril. American aid 
vill help to stop them. 

U.S. is committed to guard all 
weans, half the earth. 

Formosa won't fall to Commu- 
nists by default. Indo-China isn’t 
0 be let go, either. Russia, 
though, has won a lot. 


A stop line now is laid down by 
U.S. and a majority in the United 
Nations beyond which Communism is 
not to be permitted to move in Asia 
without military resistance. That line 
is being as firmly fixed in U.S. 
policy as is the Atlantic Pact line in 
Europe. 

The United States, with limited mili- 
tary forces mobilized, thus is committed 
to the defense of ocean areas that cover 
the globe and land areas that circle half 
the earth. A challenge at any point can 
produce a showdown with the forces of 
Communism, mobilized and pushed for- 
ward by Russia. Eventual cost of the 
commitments made cannot be estimated 
in effort or in lives. 

A showdown in the Far East, with 
formal pronouncement of the stop line in 
that vast area, was brought on by Com- 
munist invasion of Southern Korea. One 
year ago, this country had crossed off 
Southern Korea as not defensible. But 
a Communist challenge, with direct in- 
vasion of an area once protected by the 
United States, precipitated the decision 
to resist. 

It is along an extended line that runs 
fom Japan around to French Indo-China 
that American commitments now are 
made. The map on pages 12 and 13 
shows the positions that are held by the 
frees of the West and East, and their 
importance. 

From the U.S. side, military strate- 
gists survey a defense line 3,000 miles 
lng, with areas to be defended that are 
up to 7,000 miles away from U.S. and 
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U. S. ARMED FORCES 
AND WHERE THEY ARE 


FAR EAST 
124,000 troops 
18 combat vessels 
1 bomber group (B29s) 
5 fighter groups 
1 all-weather fighter group 
2 light-bomber squadrons 
1 troop-carrier group 


EUROPE 
146,500 troops in Germany 
10,000 troops in Austria 
5,000 troops in Trieste 


14 combat ships in the Medi- 
terranean 


2 fighter groups 


CONTINENTAL U. S. 
33 air groups 
294,500 troops 


403,500 organized reservists 
of Army, Navy, Air Force 


353,000 National Guardsmen 


ALASKA 
6,500 troops 
1 troop-carrier squadron, 
heavy (C-54) 
1 fighter group (F-80 jets) 
1 strategic reconnaissance 
squadron (RB-29s) 


HAWAII 
5,500 troops 


CARIBBEAN 
12,000 troops 


BRITAIN 
1 bomber group (B-29s) 


ATLANTIC 
157 combat ships 


PACIFIC 
88 combat ships 


SHOWDOWN IN THE FAR EAST: 
CAN AMERICA HOLD THE LINE? 


Reported from TOKYO and WASHINGTON 


populated often by discontented peoples. 
As these strategists see the military prob- 
lem involved, it is this: 

Japan is the anchor at the north end 
of the line, where U.S. will need per- 
manent bases. The idea of a peace treaty 
that could end the American occupation 
of Japan is tabled indefinitely. U.S. 
armed strength in the Far East, shown 
in the table on this page, is concentrated 
largely in Japan. American air bases 
there, the biggest outside of the con- 
tinental U.S., can cover both Russian 
Siberia and Communist China. Big sea 
bases, in turn, are close to all danger 
points along the coast of Asia. Four U.S. 
Army divisions, with supporting troops, 
also are based strategically in Japan— 
available for use anywhere along the 
defense line. 

Japan, however, has no military forces 
for her own defense. Japanese armies, 
which once defeated Russia and in the 
past overran much of China and South- 
east Asia, are barred by the present Con- 
stitution. Some means of reviving a lim- 
ited Japanese defending force are being 
talked about by military officials. There 
is also some danger of Communist-spon- 
sored local uprisings, which must be 
guarded against. The Japanese position 
is weakened, too, by the earlier ceding 
to Russia of the Kuriles and Southern 
Sakhalin Island which flank Japan on 
the north. 

Korea, once written off as being too 
difficult to defend, now becomes part of 
the stop line and the scene of the first 
military showdown. U.S. is committed 
to defend the southern half of the coun- 
try, up to the 38th parallel. North of 
that line, Soviet-sponsored Communists 
are in control. Militarily, South Korea is 
weak. Its strategic importance in a big 
war is slight. It admittedly cannot be de- 
fended if Russian forces should join 
satellite forces in a full-scale attack. 
But its defense now is psychologically 
important in Asia, and, short of direct 
intervention by Russian troops, it is to 
be held by the West. That’s assured by 
President Truman’s order committing 
U.S. forces to “give the Korean Govern- 
ment troops cover and support.” 

Okinawa, next in position along the 
defense line, now is certain to be held as 
a permanent U.S. air base. From big 
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JAPAN, guarded by U. S. 
bases, 124,000 troops, ships, 
planes and vast war supplies, 
is to continue as the main 
barrier blocking Russian ad- 
vance into the Pacific. 
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Sakhalin I. SOUTHERN SAKHALIN 
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Russia at Yalta flank Japan 
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VLADIVOSTOK, Siberian 
port, continues to dominate 
the Sea of Japan. More than 
100 Russian submarines, 
much air strength cre based 
there. 
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bomber installations established there, These forces can be counted on for use Indo-China, where 180,000 troops Commu 
U.S. fliers can cover nearly all of Asin, in defense of the island. The U.S. Sev- under French command have long been Commu 
back up any future showdowns along the enth Fleet, ordered by Mr. Truman to — battling 80,000 Communist-led guerril- east. A 
new U.S. line. More long-range bombers shield Formosa from any amphibious in- _ las, also is being brought into the U.S. rection, 
are being flown to those fields at this  vasion, faces no serious opposition at defended area. That means greatly in aid will 
time. sea except from Russian submarines. creased arms aid for French forces there, down it 
Formosa, from now on, also is to be Communist forces in China have no big with a U.S. military mission provided to lorces ¢ 
protected by the stop line in Asia. That combat ships. Defense of the island, thus, co-ordinate use of that aid. So directs probabi 
island was occupied by the Chinese forces could be much easier than the defense Mr. Truman. } World 
taken there by the U.S. Navy at the end _ of Korea. Other nations in Southeast Asia, by in- From 
of World War II and has been governed Philippines, with grave internal trou- ference, now may look to U.S. for pro- stop lir 
by the Chinese Nationalists ever since. bles, are to be reinforced to serve as the — tection, too. Burma, which became in- see is th 
Under the new U.S. policy, however, big southern base of the U.S. line. The dependent only three years ago, is ex- The | 
Mr. Truman states that “. . . the future Philippine Government is weak and rid- posed to attack from Communist China. halin, h 
status of Formosa must await the res- dled with corruption. The economy is Siam’s Government is weak and may be the Yal 
toration of security in the Pacific, a peace sagging. Communist-led guerrillas hold another target. Malaya, now under Brit- Russia's 
settlement with Japan, or consideration large sections of the countryside and are ish protection, is being weakened by give Ru 
by the United Nations.” Strategically, growing bolder. The decision is to start guerrillas with Communist leaders. All archipel 
the island is considered to be of interest by strengthening U.S. forces now based _ three are close to Indo-China; each pro- mete to 
to Russia for use as a submarine base or on the Philippines and accelerating mili- vides a worth-while target for Commu- Russia ¢ 
as a springboard for any future invasion — tary aid going to the Island Government. _ nist expansion. enlargec 
of the Philippines. But there remains the problem of restor- These are the areas U.S. now is Vlad 
At present, Formosa contains the rem- ing internal order and bolstering the Is- _ counted on to defend. All are in some dan- Russia, | 
nants of Chiang Kai-shek’s Chinese Na- lands’ economy. And Government reforms _ ger of attack, either through Communist is the s 
tionalist armies, 300,000 armed men. are urgently needed. uprisings or the use of military force by the mai 
12 U.S. NEWS e@ worip REPORT | JULY 7, 














I 











DyRussic at the end of the 


1US, adds to Russia's hold 
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fended in a general war. 
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KOREA, occupied 










through agreement with 








World War Il, is being devel- 
oped as a major U.S. military 







Yellow Sea 


Dairen 





PORT ARTHUR 


SOUTH KOREA, now in- base on Japan's Southern gae—= 

duded among Far Eastern flank. — 

zones U.S. is committed to a 

protect, would be a tempo- ewe - eae om —_— 

rary barrier to the Russians, . . ++ ili 
but could not easily be de- Okinawa 


China Sea 


defend it. 


Port Arthur 


and 
DAIREN, ice-free ports that 
also were acquired by Russia 
at Yalta, afford her access to 
the Yellow Sea. 





Communist troops. Together, they flank 
Communist Asia to the east and south- 
east. A Communist move in either di- 
rection, thus, means that U.S. military 
aid will be brought in for an armed show- 
down in that area. A move by Russian 
forces against any of these areas, in all 
probability, will mean the beginning of 


World War III. 


From the Russian side of the new 


stop line, what the military strategists 
see is this: 

The Kurile Islands and Southern Sak- 
halin, handed over to Soviet Russia by 
the Yalta Agreement in exchange for 
Russia’s entry into the Far Eastern war, 
give Russia a foothold on the Japanese 
archipelago. Air bases, built by the Japa- 
nese to ward off possible attack from 
Russia during World War II, have been 
enlarged and expanded by the Russians. 

Vladivostok, chief port of Asiatic 
Russia, dominates the Sea of Japan. Here 
is the seat of Russian submarine power, 
the main threat to the U.S. naval op- 
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erations now being undertaken in de- 
fense of Formosa and to support the 
forces engaged in South Korea. In ad- 
dition, near Vladivostok, Russia has sev- 
eral large airfields. 

North Korea was occupied by Russia 
at the end of World War II by agree- 
ment with the U.S. Its ports give Rus- 
sia more submarine bases to use in the 
Sea of Japan and in the Pacific through 
the East China Sea. North Korean troops, 
organized and armed with Russian help, 
got war training with the Chinese Com- 
munists against Chiang Kai-shek’s forces 
in the Chinese civil war. These same units 
spearheaded the North Korean drive into 
the South. 

Port Arthur and Dairen, ice-tree ports 
handed over to Russia by the Yalta 
Agreerent, also have become important 
submarine bases for the Russian Navy. 

Communist China gives Russia an 
ally strong in man power. Through the 
Chinese Communists, Russia is in a posi- 
tion to extend her influence throughout 


PHILIPPINES, where U. S. re- 
tains bases, will get stronger 
U. S. forces. French and other 
non—Communist forces in 
INDO-CHINA are to be 
aided by U. S. with a military 
mission and more weapons. 


== FORMOSA 


FORMOSA, strategic island 
given to China after the war, 
now is under U.S. control. 
Seventh Fleet is ordered to 















COMMUNIST CHINA, 
Russian ally as a result of 
victory in the civil war, as- 
sures Russia nearly complete 
control of the mainland of 
Asia facing Japan. 
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Southeast Asia where large Chinese pop 
ulations, particularly in Malava and Bur- 
ma, are switching their allegiance to the 
Peiping Communist Government. In ad- 
dition, if the Peiping Communists can 
wipe out the armies of guerrillas now 
operating in several provinces of South 
China and carry out their threat to bring 
Tibet under direct Chinese rule, Com- 
munist pressure can be applied to Pakis- 
tan and India too. 

What it all adds up to is this: U.S. 
now is committed to defend a clearly de- 
fined line that hems in Communist Asia 
from the east and southeast. From a mili- 
tary standpoint, that line seriously lacks 
the kind of local defense provided by 
European nations along the Atlantic Pact 
line. It is up against areas with relatively 
strong Communist forces, and subject to 
direct pressure from Russia. But it serves 
notice that further expansion of the Rus- 
sian sphere in Asia by military means 
now will bring war, at least locally, may- 
be world-wide. 
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KOREAN WAR’‘S LESSON: 
PLANES ALONE CANNOT WIN 


A TELEPHONE INTERVIEW WITH JOSEPH FROMM 


Regional Editor in the Far East for U.S. News & World Report 





EDITOR’S NOTE: Joseph Fromm, Regional Ed- 
itor in the Far East for U.S. News & World 
Report, was at the American Occupation head- 
quarters in Tokyo when the Korean war broke 
out. Quickly, he shifted to an American air base 
in Japan and was on hand when General Douglas 
MacArthur sent American fighters and bombers 
into Korea. 

During the early hours of the fighting, Fromm 
flew with American fliers on a rescue mission into 
South Korea to pick American pilots from a 
Communist-menaced air base. He watched the 
confusion and disorder of Korean refugees fleeing 
before the attack from the North, and, back in 
Japan, interviewed Koreans and Americans who 
had just come out of the fighting zones. 








On these pages we present an interview, by 
overseas telephone, between Fromm in Tokyo 
and his fellow editors in Washington. At the time 
of the interview, Fromm had been without sleep 
for three days and nights. 

Looking in on a shooting war is no novel ex- 
perience for Editor Fromm. He was an officer in 
World War II in the Pacific and is a seasoned 
reporter who has traveled through all the troubled 
countries of Asia. He was in China when the 
Communists launched their drive to conquer that 
country, and he watched the collapse of the 
Chiang Kai-shek Government last year. He has 
been on hand for the fighting in Indonesia and 
Indo-China, the uprising in Malaya and the bit- 
ter fighting in Palestine, India and elsewhere. 








(By Overseas Telephone 
between Tokyo and Washington) 


Q Well, Joe, tell us how it feels over there—are 
you in the middle of a war? 

A I certainly was a few hours ago. But it is mighty 
quiet, back here in Tokyo. 

Q What is the evidence as to whether the Rus- 
sians are back of this Korean War? Are Russian 
troops or officers participating in the North Korean 
operation? 

A Well, I hear rumors of Russians in tanks and so 
forth, but so far there is no confirmation of it. 

Q Is there any sign that the North Korean Army 
will be reinforced by Russians to offset U.S. ground 
troops? 

A We don’t expect it. It is my feeling that the 
Korean show was started more as a feeler, a test of 
strength. 

I doubt very much, in view of the Russian radio 
propaganda, that they want to start a world war in 
this thing. The Russians say it is an internal affair 
and they are neutral. They are going to make every 
effort to be as inconspicuous as possible. 

Q Are there any good estimates on how big this 
North Korean Army really is? 

A I think the estimates are around 100,000 or over 
—probably 150,000. I think that’s fairly accurate. 

Q Will putting in ground troops mean we will have 
a prolonged fight in there? 


A That’s the big question General MacArthur has 
had to determine. 

Q Why the hesitation about sending in troops in 
the beginning? 

A I think they—headquarters here—were afraid 
at the outset that getting American ground troops 
involved might be rather inflammatory. They would 
rather have kept the whole thing kind of impersonal— 
using the Air Force and the Navy, but, if possible, 
not ground troops. 

Q What is that country like over there? It’s pretty 
mountainous for ground operations, isn’t it? 

A It is extremely mountainous. There is a road and 
a railroad running all the way down. The road isn’t 
too bad. Tanks can operate in the valley down to a 
certain point. 

Q How did things look to you up in Korea? 

A They looked pretty hectic around Suwon. The 
last time I was there—in 1947—Suwon was a lazy 
Korean farm town whose only attractions were a 
century-old fortress and a training camp for Korean 
youth. It looks a lot different now, or did yesterday. 

Q What do you mean? 

A What we saw during our brief stop there drama- 
tized for me the stories we’d been hearing about the 
disintegration of the South Korean Army. As we 
circled the town we saw scores of trucks loaded with 
soldiers going southward. 

Along the railroad we could see hundreds of civil- 
ian refugees, all heading south. They weren’t carrying 
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Why Ground Troops Were Needed... Worst Foe: Weather 
.-» Boosting Korean Morale... Japanese Encouraged 


luggage—they looked just like people fleeing from an 
advancing army. 

Q Will the South Korean Army really fight? Have 
they really got their hearts in it? 

A Some of them do and some don’t. They got 
scared off pretty badly by tanks, and apparently no- 
body knew how to use “Molotov cocktails” or how 
to make them. They didn’t have adequate antitank 
bombs, and the strength of the tanks in the initial 
battle frightened them. 

Q Are they intrinsically good fighters? 

AI think, man for man, they are fairly brave 
people. They have run into modern weapons that they 
weren’t prepared for. I think there has been consider- 
able exaggeration about the strength of the South 
Korean Army; either that, or we’ve deluded our- 
selves about its strength. 

Q Will it take more materiel from us—will we 
have to step up production of war goods? 

A I think the stuff is available. 

Q Has the Navy any sizable air force there? 

A So far, we’ve had no word of it. The word has 
been around that they were going to send an aircraft 
carrier to Korea. But the Air Force is operating with 
great effectiveness. 

The B-29s went in and they just chewed up Kimpo 
airfield. I think they pretty well wrecked that. 

Q What was the purpose? 

A When they wrecked it, it was in enemy hands 
and it could have been used to move the enemy air 
force up—their fighter planes. Now they won’t be 
able to use the field. 

Q Well, if they’ve banged up the Kimpo airfield, it 
will have to be rebuilt before we can use it, won't it? 

A They may not want to use it badly enough to do 
the work, after all, there are quite a few airfields in the 
Southern part of Korea—about 25 fairly good ones. 

Q What about these North Korean airplanes? Do 
our people think they are all Russian? 

A They are all Russian Yaks—there is no question 
about it. 

Q How about the pilots? Are they Russians? 

A They’ve shot down a lot of those Yaks—but, of 
course, it is hard to put together a pilot after you’ve 
shot him down. There is no evidence yet that they 
are Russians. And I am disinclined to believe that the 
Russians are going to let their people get caught. 

As for pilots, there is a substantial number of 
Koreans, both North and South, who are good fliers. 
They were in the Japanese Air Force. I met some of 
them in the American base here yesterday. 


ee 








~Horace Bristol 


CORRESPONDENT FROMM 


Q These are Koreans who fought on the side of the 
Japanese in the last war? 

A That’s right. One I talked with was a wing com- 
mander in the Japanese Air Force. Of course, there 
are similar men in North Korea—men with the same 
sort of experience—so there was no urgent need for 
the Russians to use their own men as pilots in the 
initial attack. 

Q Does it look like a prolonged fight out there? 

A Well, with the show of strength the U. S. is mak- 
ing—with the Air Force strafing, rocket-bombing 
their tanks and so forth—lI still think that, if there 
is any doubt in the minds of the Russians, the North 
Koreans can back out fairly gracefully. The Russians 
take the position that this isn’t an official war, 
merely a movement to repulse an invasion of: the 
North by the Southern Korean Army. 

Q What does it look like if the Koreans keep on 
fighting and the Russians do not go in? Do they ex- 
pect a war of weeks? 

A It is quite possible that it may be very pro- 
longed. The operation will be prolonged unless the 
North Koreans decide to withdraw on the pretense 
that they’ve repelled an invasion. 


(Continued on page 16) 
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Q If the North Korean Army stays in there fight- 
ing, they’re bound to get help from the Russians, 
aren't they? 

A I think they’re getting supplies now. 

Q Do you think this is another civil war like 
Spain, perhaps? 

A It looks that way, more and more. It is a sort of 
experimental war, with both sides sponsoring local 
armies. 

Q Are the people in Japan with us or against us? 
Are the people of Korea with or against us? 

A In this show, the people of Japan are definitely 
with us. I haven’t had a chance to talk much with 
people in Korea, but I have talked with evacuees. A 
few minutes ago I talked to somebody who came out 
and he said the fact that the American Air Force had 
appeared in force over Korea had been a great morale 
builder there. 

Q What is the atmosphere in and around Tokyo? 

A I was talking with some friends who have just 
traveled across the country by train, and I am told 
that many of the Japanese are encouraged 2 great 
deal to see a show of strength over in Korea against 
the attack. 

Q On the other hand, won't it delay their peace 
treaty? 

A Yes, I think the peace treaty is out the window 
indefinitely. I don’t think the American military peo- 
ple will go ahead with anything that might upset the 
apple cart at the moment. 

Q Has there been any indication that we might 
get some Japanese forces to help the Koreans? 

A I don’t think there is any move in that direction 
at all. There is no Japanese Army, of course. I think 
a lot of Japanese soldiers would be willing to go in as 
mercenaries. But I don’t think the United States 
would want to pursue that kind of policy at this point. 

Q Are the South Koreans afraid of the Japanese— 
would they welcome the Japanese to help them out? 

A I don’t think so. Except for these war trips, I 
haven’t been up in Korea for a couple of years, but 
those people are still pretty bitter about the Japanese. 


Feeling Against Communists 


Q You think, though, there is popular support for 
the United States in Korea? 

A I think the popular support is against the Com- 
munists. The appearance of American forces is help- 
ing. It is hard to say, though, how extensive popular 
support is in a place like that. 

Q What is the weather like in Korea now? In the 
next few weeks will it be rainy? 

A I think it is going to be hit or miss—intermit- 
tent. The boys down at the American air base where 
we are operating from say they felt possibly the tim- 
ing of this attack from the North had something to 
do with the weather. 

Q You mean the Communists figured on a time 
when our Air Force couldn’t be too effective? 

A That’s it. I’ve seen some amazing things down 
at that base. The boys take off with the sky thick as 


soup, right down to the ground. We have had some 
unfortunate accidents. 

I watched some coming in—these jets and the Mus- 
tangs, you know—and they were stacked up a dozen 
high over the field. Two of them ran out of fuel. They 
made some passes at the field but the fog was right 
down on the ground and they disappeared—appar- 
ently crashed. 


U.S. Planes and Pilots Good 


Q What about our pilots? 

A The American pilots are confident and deter- 
mined. For many of them this is not a new experience. 
There are a lot of veterans. As far as combat is con- 
cerned, they find that tangling with the North Kor- 
ean pilots in dogfights is kid stuff—especially with 
our vastly superior jets. 

The weather is the real enemy. Fog and rain are 
responsible for practically all casualties. After sweat- 
ing out the weather for hours, one fighter pilot said 
to me, “If we had just a couple of good days, we’d 
make those Commies regret the day they crossed the 
38th parallel.” 

Last Tuesday was the only clear day, so far. The 
sky was filled all day by the big transports that were 
evacuating about 900 Americans from Kimpo airfield 
in Korea. Otherwise, the weather has been in and out. 

Q This air operation, while spectacular, really is 
quite a job, isn’t it? Don’t the planes have to go all 
the way from Japan? How far is it in time to the 
fighting zone? 

A From the front to the base is about 200 to 300 
miles as the crow flies. 

Q Would it have been better if they’d had a Navy 
aircraft carrier up on the coast there? 

A We keep hearing they may get one up there 
very soon. : 

Q But if they had had it right away, the Air Force 
would have been better protected, wouldn't it? 

A The jet fighters can make it from their base to 
the front in less than an hour—takes about 45 min- 
utes. They can stay in the area several hours. 

Q Well, they would have to take a considerable 
amount of fuel to stay up there all day, or do they 
just run up and come back? 

A They go in relays. They try to neutralize a cer- 
tain area where planes are going in to land. In other 
words, here is an example: 

We went in yesterday on a rescue mission. We were 
told that there would be fighter cover when we got 
into the danger zone. We went in, but shortly after 
we took off from that airfield—Suwon—apparently 
there was a change of fighter cover. Anyhow, there 
was an interval between shifts. Perhaps the bad 
weather prevented the fighters from staying over. At 
any rate, a C-54 was shot up a few minutes after we 
took off. 

Q Who shot it up? 

A A North Korean Yak shot it up. 

Q It was a C-54? 

A Yes, a C-54 carrying ammunition. Two Ameti- 
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can boys were wounded in that—not too seriously— 
put they were the first ones we’ve heard of being 
wounded. 

Q Then, these fighters can’t stay over the area very 
long? They haven't enough fuel to stay up there very 
long, have they? 

A They stay for a couple of hours. 

Q Is it your belief that when they get carriers up 
there it will help relieve the situation? 

AI think they have plenty of air support now, 
fom what I’ve seen. The problem involves ground 
troops. The pilots at the American base say the real 
problem is to have enough ground troops to attack 
at night and move back into an area after it had been 
softened up from the air. 

Q Wouldn’t it have been desirable at the start if 
they had a bunch of Marines to land in there and go 
inon the ground operations? 

A There are rumors around now that American 
Marines are afloat—on their way. There are always 
rumors. 

Q Where would they come from? Did they have 
any in Japan? 

A Only a few hundred—about 500—and that’s 
hardly adequate. 

Q Geneal MacArthur has plenty of ground troops 
to put in there, hasn’t he? 

A The delicate problem General MacArthur has 
} had to face was not to commit troops in an untenable 
position, one of questionable strategic value if the 
troops should be needed in a war elsewhere. In other 
words, the number of our front troops is very limited 
and he wouldn’t want to be sucked into a side show 
if we were going to have a real war. 

Q Where would they be needed if there were a real 
war? 

A In defending Japan. Right down here. 

If the Russians were to go into the war in Korea I 
should think it would be over in 24 hours. If they 
wanted to put in support it is likely they could push 
this thing over very quickly. 


Fifth Columnists in South 


Q How strong are the Communist fifth columnists 
inSouth Korea? 

A There is a considerable number, and they are 
very active. The one reason I was a little nervous yes- 
teday about sticking to the spot where we landed 
was that the pilot had just gotten word of possible 
guerrilla uprisings in the South. 

Q That makes it impossible for us to service planes 
from bases in Southern Korea, doesn’t it? 

A We’re not operating out of Korea yet. 

Q Do you think we are going to? 

A The situation in Korea is too fluid to try to fix 
any bases. It is much safer to operate from bases in 
Japan. 

Q What about this whole flare-up—is there much 
telief there in Tokyo that the U.S. took this decision 
to intervene? 

A I think among the Japanese that is true. 


a 


Q How about the Americans—do they feel that 
General MacArthur’s point of view has been ac- 
cepted? 

A I think, as far as the decision is concerned, it is 
accepted. 

Q Wasn't this the sort of thing General MacArthur 
has been advocating all along? 

A Always. Of course, in a situation like this there 
has to be a long-prepared plan for evacuation and 
so on, and they have had plans drawn up here for 
several years to use in case of an emergency. When 
the trouble started they reviewed the plans to make 
sure they could be put into effect quickly if necessary. 


MacArthur View of Far East 


Q Can you review briefly what General Mac- 
Arthur’s attitude has been in the last several months 
about this Far Eastern situation, as you understand 
it? Did he feel we should defend Formosa? 

A Yes. I think that whether he proposed that we 
should continue to aid Chiang Kai-shek is in doubt. 
But I think the main thing in his mind was to neu- 
tralize Formosa if he could. 

Q Has he felt that we should or should not have 
withdrawn our troops from Korea last year? 

A I think that General MacArthur agreed to the 
withdrawal of troops. Being a military man, I think 
he realized the position was untenable there if there 
was any real push, if there was a war. He would 
rather not have troops be caught in a situation like 
that with the Russians. 

Q Did he and Secretary Johnson and General 
Bradley agree pretty much? 

A Yes. They were very much in agreement on the 
question of the whole position out here. 

Q Would you say he influenced Johnson and Brad- 
ley, or did they become convinced of his point of 
view? 

A It was my impression that MacArthur influenced 
the decision very much all the way to Washington. I 
think he has changed his view in connection with 
Japan. I think he is less insistent on a peace treaty 
and more concerned about guarantees of bases and 
security. 

Q In other words, a military concept has super- 
seded? 

A That’s right. 

Q Now that the military concept is operating, what 
is your impression aiter a close look at the fighting 
in Korea—your biggest single impression? 

A There is little doubt that the North Koreans, 
in the air, are overwhelmed by U.S. air might. But 
air power alone cannot force the Communists back 
into North Korea. 

These American fliers out here know they cannot 
win the Korean war singlehanded, without strong 
ground support. One told me, “We can give the 
Commies hell during the day, but ground troops have 
got to hit back at night to take back lost ground.” 

That is one lesson airmen are learning quickly in 
this experimental war in Korea. 
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STALIN: STRENGTH AT PEAK IN ‘50 


Reported from LONDON, BERLIN and WASHINGTON 


Is Stalin ready for World War 
III? His Russia is far stronger than 
Hitler's Germany was when the 
Nazis took the warpath. 

Russian Army is the world’s 
biggest, well armed. Industrial 
production, small by U. S. stand- 
ards, is going up. 

Stalin might pick this year to 
start going. From here on, his 
power advantage is due to drop. 
He’s at the peak now. 


If Russia intends to gamble on war 
to conquer the world, the present may 
be her best chance. After 1950, unless 
all signs are wrong, strength of Russia 
in relation to the outside world will 
start to decline. 

Advantage of Russia appears to be 
greatest now in man power, in divisions, 
in tactical aircraft. Sometime in the next 
few weeks, after the harvest is in and 
while the ground is still dry, she will 
have her best chance to strike. Prevailing 
opinion among U.S. officials is that Rus- 
sia will not move. The possibility was not 
ruled out, however, last week that she 
may already have decided to invade 
Western Europe or the Middle East. 
(See page 20.) 

If so, Premier Stalin will have bigger 
military forces and more industrial pro- 
duction at his disposal than Hitler had 
in 1938, just before he started World 
War II. Not only is Stalin’s Russia strong- 
er than was Hitler’s Germany, but there 
is no real opposition on the continent of 
Europe comparable to the French Army 
of the Hitler period. 

Military forces of Russia actually in 
being are far larger than those Germany 
had in 1939, before Hitler ordered a gen- 
eral mobilization. 

Hitler’s Army had a peacetime strength 
of about 750,000 men, with 45 organized 
divisions. His Air Force consisted of 206,- 
000 men. Thus, his combined land and 
air strength was less than | million. 

Stalin’s land and air forces, by con- 
trast, total 2.5 million men. The Russian 
Army has about 170 divisions, of which 
30 to 40 are believed to be in Eastern 
Germany and Poland. 

In weapons, Stalin’s Russia is better 
supplied than Hitler's Germany was. Be- 
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fore attacking Poland in 1939, Germany 
had only 5,000 combat planes. Russia 
now has 16,000 combat aircraft—largely 
fighters or fighter-bombers for use in sup- 
porting a land offensive. 

Germany in 1939 had 4,500 tanks, 
compared with 3,500 for France and 600 
for Britain. Russia in 1950 has 40,000 
tanks. compared with a total of 6,000 in 
Western Europe. She also has_ vast 
quantities of artillery. 

Measured by numbers of men under 
arms and by supplies of planes, tanks and 
guns, Russia in 1950 is better prepared 
to start a war than Hitler was in 1939. 

Trained reserves available to Stalin 
are due to reach a maximum this year. By 
1951, their numbers will begin to shrink. 
Boys born between 1927 and 1930, for 
example, now are full trained. The num- 
ber in each yearly class is estimated at 2 
million or more—four times as many as 
the youths that were reaching military 
age in Hitler's Germany. The class of 
1931 in Russia, however, may count only 
1.8 million. For classes that will follow, 
estimates drop as low as 1.2 million. 

The coming decline is due mainly to 
the low birth rate that was caused by 
the great famine of 1932-33, when Rus- 
sian agriculture was forcibly collecti- 
vized. Military effects of those “hollow 
classes” will be felt especially in 1952 
and 1953. Thereafter, numbers will go 
up again, but not to the present level, 
which resulted from birth in the late 
1920s. 

From the standpoint of trained re- 
serves. Stalin’s Russia not only is much 
stronger than was Hitler's Germany, but 
appears to be better able to start a major 
war in 1950 than in any later year. Mili- 
tary classes of the best fighting age are 
just now reaching their peak 

Industrial production of Russia, 
while only a fraction of U.S. output, is 
well ahead of Germany's production in 
1938. The chart on the opposite page tells 
the story 

Steel output, tor example, is expected 
to reach 35 million tons this vear in Rus- 
sia and satellite countries That exceeds 
the total of 27 million tons of steel 
turned out by Germany, Austria and 
Czechoslovakia in 1938, when Hitler was 
getting ready to launch his attack on Po- 
land. Besides, Russia is believed to be 
allocating a much larger share of her steel 
production to armaments and war indus- 
tries than Hitler's Germany did at that 
time. 


In oil, Russia’s 1950 output of 355.5 
million barrels far exceeds the 15.8 mil- 
lion barrels of synthetic and natural oil 
produced by Germany in 1938. Electric- 
powei output in Russia now is nearly 
twice as large as the amount produced 
in prewar Germany. It is on electric 
power that production of explosives, alu- 
minum and atomic bombs depends. As 
to aluminum, Russia is about matching 
Hitler's prewar production rate. 

The number of trucks on hand in the 
Soviet area is estimated at 2 niillion, 
compared with 400,000 for Hitler. In 
machine tools, Russia is believed to have 
passed Hitler’s prewar inventory of about 
1.2 million. 

Russia’s production in all these fields 
has recovered rapidly since the end of 
World War II, and now is well ahead of 
her own output in 1940, when she was 
preparing for a possible German attack 

Time: on whose side? Some mili 
tary experts in U.S. hold the opinion that 
Premier Stalin, sizing up Russia's mili- 
tarv and industrial strength in relation to 
that of the West, may be tempted to 
gamble, as Hitler did, on seizing the ini 
tiative before his apparent advantage is 
lost. Like Hitler, he may believe that 
he can make use of the supplies and 
production ot conquered countries to 
clincli a victory. 

Meanwhile, aided by U.S., the nations 
ot Western Europe are rapidly growing 
stronger. New strategy of defense has 
been worked out. New weapons hav 
been devised. Within a year or two, the 
Western powers expect to be able to hold 
their own, even without the threat of 
destroying Russian cities with atomic 
bombs 

But, as ot now, the divisions needed 
to execute the new strategy in Western 
Europe are not actually there. The new 
weapons are not yet produced in quan 
tity. It is in the period before the plans 
of the West take effect that the danger 
of attack is seen tc be greatest. 

As a deterrent to any direct aggres 
sion by Russia, President Truman is rel) 
ing on the present show of force in korea 
and the mounting evidence that Ameri 
cans, united, are ready to fight whereve! 
necessary and as long as necessary to de 
fend the non-Communist world. 

World War III is not actually expected 
in 1950. Yet officials acknowledge that 
Stalin this year has the power, as Hitler 
did in 1939, to plunge the world into war, 
if he wants to take that step. 
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Russian Moves 
Point to Tito 
As Real Target 


Reported from VIENNA 


More war may explode—in the 
Balkans, halfway around the 
world from Korea. That's the 
threat, as military men see it. 

Russian troops are drawn up 
close to Yugoslavia. So are satel- 
lite armies. Tito’s borders are 
being closed in. 

Fear is that Korea may be just 
a feint for real war, may be 
planned to pull U.S. forces East 
while Russia strikes Europe. 


VIENNA 

Looking beyond Korea, watching 
Russia's strategy, Western military ob- 
servers see signs that Moscow’s real 
target for a shooting war may be in 
the Balkans. 

Russian troops are maneuvering on the 
Hungarian plain. Both Russia and her 
Balkan satellites in recent weeks have 
moved military supplies to bases where 
they would be needed for an invasion of 
Yugoslavia. And Hungary, Rumania and 
Bulgaria have moved crack troops toward 
the Yogoslavian border. 

What worries U.S. and other Western 
officers watching the Balkans is the idea 
that Korea may be just a diversion, a 
Russian feint to the Far East before a 
drive against rebel Communists in Yugo- 
slavia. They fear that the U.S. might 
become too involved in Korea and the 
Far East to do much if Russia and her 
allies attack Yugoslavia. 

Russian moves elsewhere in Europe, 
against occupied Germany or Austria or 
against allies of the U.S., would bring 
world war, involve the U.S. directly. But 
Moscow's main enemy in Europe is 
Yugoslavia’s Marshal Josip Broz-Tito and 
his Government. Moscow methods short 
of war, so far, have failed to upset Tito. 
Next’step, if Moscow is ready to take the 
chance, may be war on Yugoslavia. 

Balkan balance of power is pre- 
carious. As the map shows, Russia and 
her satellite powers can call on about 
500,000 armed men in the area surround- 
ing Yugoslavia on three sides. Against all 
this, Marshal Tito has about 250,000 
men in his fighting forces and no firm 
alliances with any power. But a war 
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against Yugoslavia is not likely to be a 
walkover for Moscow, as Western ob- 
servers in the Balkans see it. The Balkan 
line-up is this: 

Russia’s strength in the Balkans is 
widely divided. The Russian forces in 
the Danube area total about 90,000. 
They are concentrated mainly on the 
plain of Hungary and the Rumanian 
Banat, just across the border from the 
Yugoslavian plain and Marshal Tito’s cap- 
ital in Belgrade. This fact and others 
suggest that Moscow’s main summer tar- 
get may still be Yugoslavia, not just 
Korea. 

Bulgaria and Albania, between them, 
have about 140,000 men in their armed 
forces. About 45,000 of Bulgaria’s best 
troops now are stationed on Yugoslavia’s 
frontier. 

Rumania has the largest Army of the 
Soviet satellites. Of her 200,000 troops, 
about 20,000 men have just moved up to 
the Yugoslavian border. These are be- 
lieved to be crack troops, but the bulk of 
the Rumanian Army is rated low by West- 
ern military experts. It has been weak- 
ened by Communist-directed purges. 

Hungary's Army is up to the treaty 
strength of 70,000 men, possibly more. 
The best of these troops, about 18,000 
of them, are kept opposite the Yugoslavian 
border. But all of the satellite strength 
combined worries the Yugoslavs less than 
the well-armed, well-equipped and well- 
trained Russian forces in the area. 

Yugoslavia‘s strength in fighting men 
is second only to that of Russia herself 
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on the European continent. Most of the 
250,000 troops are tough veterans of 
warfare against the Nazis in World War 
II. There are two mechanized divisions, 
though much of their equipment is obso- 
lescent. Marshal Tito also has about 
1,000 planes in his Air Force, but the 
planes are a mixture of Russian Yak 
fighters, British Spitfires, German Jun- 
kers 52s and a few American C-47s. 
Yugoslavia’s Navy has seven submarines, 
six of them acquired from Russia before 
the break with Moscow, plus a few tor- 
pedo boats. 

Tito’s strategy, on the defensive, is 
likely to be a retreat into the mountains 
that cover most of his country. Russia’s 
strategy, in attack, would be to seize 
Belgrade, Tito’s capital on the Danube, 
and to drop troops by parachute on the 
Adriatic Coast, cutting Tito’s forces off 
from the West. 

If a showdown comes in Yugo- 
slavia, Western experts expect it to come 
soon. Yugoslavia, under the new mili- 
tary-aid bill, is eligible to get U.S. arms. 
And Marshal Tito’s Government is mak- 
ing friends with Turkey and Greece, 
which together have 560,000 men in 
their armed forces. 

Russia’‘s timetable, upset by the U.S. 
defense of Korea, may still call for the 
invasion of Yugoslavia if the Kremlin de- 
cides the U.S. is too much involved in 
Korea to help Tito. But now the U.S. 
has its eye on the Balkans, and Moscow 
may postpone a move against Yugoslavia 
as too risky. 
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IF WAR COMES...WHO MUST SERVE 


President Can Call Draftees and Reservists 


Draft machinery is oiled up, 
ready to go in an emergency. 
law gives the President broad 
powers over men of fighting age. 

Nonveterans, aged 19 to 26, 
can be called up at once on his 
say. Reserves, National Guard 
are at his command, too. 

Older men and veterans can't 
be mobilized unless Congress 
acts. But the system is set. It can 
be broadened to take in nearly 
everybody. 


Draft Act is broadened and ex- 
tended for one year to July 9, 1951. 

Drafting of men, 19 to 26, can start 
at any time without further act of Con- 
gress. National Guard is subject to call 
ata word from the President. So are all 
reservists. But only key officers are being 
called at this time, and on a voluntary 
basis. 

Mobilizing and drafting, in any case, 
cannot affect more than 636,000 men 
without a new act of Congress. Army, 
Navy and Air Force strength is about 
1,370,000, may not exceed 2,005,882 
until Congress approves a rise. 

Rights, duties and status of different 
people suddenly become matters of con- 
cern under the new Draft Act. 

Veterans who did not sign reserve 
pledges at separation centers are not in 
the reserves. They cannot be called up 
under present law. 

Reserve officers with unexpired com- 
missions are in the reserves and subject 
to presidential orders. Thus, officers with- 
out a day’s training since 1945 are on call, 
in theory. Actually, only reserve offi- 
cers to be called at this stage are those 
who have had recent training. Even 
they, where called, are being asked, not 
told, to accept duty for “90 days or in- 
definitely.” 

Commissions can be resigned. Many 
reserve officers have resigned in the past. 
A majority of Army commissions, in fact, 
are due to expire soon. Officers are being 
asked to renew them, but there is no 
compulsion to do so. Many will fail to 
pass physical examinations and lose their 
commissions that way. 

National Guardsmen, officers and 
men, can be called to federal service for 
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21 months, under the new rules. They 
can be sent anywhere in the world. 

Reservists, those who have been train- 
ing one night a week or on week ends, 
are in the front line for service, too, This 
is the status of 403,500 men and officers 
in the organized reserve units. 

Volunteer reserves, men who have 
not been training but who did sign up 
as reserves, are next in line. They can 
be called, but chances are that they will 
only get assignments to specific reserve 
units in months ahead, with no active 
duty involved, as part of the general 
make-ready moves. 

ROTC students, college training for 
reserve commissions, include many listed 
for maneuvers and training cruises this 
summer. They won't be hustled out to 
fight. Presumption is that they would 
complete training, become officers, even 
if war broke out. 

Draft-age men face this outlook, in 
more detail: 

At 18, all vouths must register with 
local draft boards. About 84,000 reach 
18 every month. 

At 19, a youth is classified 1-A and 
can be drafted, unless he is found unfit 
or is deferred for some other reason. 

1-A’s can be inducted for 21 months 
of service, overseas if needed. Last actual 
draft call was in January, 1949. Yet 
boards can start calling men at a nod 
from Washington. 





About 1.5 million youths are in 1-A 
now. They would be inducted first, old- 
er men going ahead of younger ones. One 
local board might exhaust its supply of 
men over 22, for example, and be taking 
21-year-olds, while another still was tak- 
ing only those over 24. 

Another 2.4 million registrants 
awaiting classification. Draft boards prob- 
ably will speed up things, get these men 
classified soon. 

Deferments, however, will continue 
on a wide scale, barring war. Out of 9.7 
million registrants in the 19-to-26 
group, more than 6.1 million are deferred. 
The law gives automatic deferments to 
all veterans with 90 days’ service in 
World War II, or 12 months’ service be- 
tween 1945 and June, 1948; conscientious 
objectors; sole surviving sons of families 
losing a son or daughter in World War 
II; divinity students and ministers. 

In addition, the President has extended 
deferments to all married men, and those 
with dependents; irreplaceable. men in 
essential industries and farms; premedical 
and scientific students. However, he can 
draft these men without asking Congress. 

Men reaching 26 are freed from the 
draft by law. But all—including veterans 
—are required to keep in touch with 
draft boards. 

That is the preliminary draft system. 
Congress can and will expand it, if war 
threats rise. 
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Controls Will Be the Strictest Yet 


What a Big War Would Do to Business, People 


War controls are drawn up, 
can be snapped on the whole 
country on short notice. They’re 
stand-by, not for a Korean war. 

All-out war, if it comes, means 
strict regulation on prices, jobs, 
wages, all goods. There will be 
rules for everybody. 

Plan is to freeze the United 
States where it stands, let things 
thaw out only as they are needed 
to help fight war. 


A master plan for regimenting the 
nation for war is shaped, ready for 
Congress if a decision is reached that 
it is needed. Prices, production, man 
power, credit, distribution of goods, 
all will move under rigid control in 
event of large-scale war. 

Fighting between the United States 
and North Korea is not to result in com- 
plete regimentation of this immense na- 
tion. War controls, if asked of Congress 
now, will be requested in stand-by form, 
with no intention of their full, or early, 
use. Short of all-out world war, Mr. Tru- 
man possesses all of the power he needs 
to get from industry, on priority, any re- 
quested production of goods for war. 
Industry itself will be expected to offer 
voluntary control over production and 
distribution of goods to assure against 
a runaway situation that might grow from 
temporary shortages. 

Control plans are of importance at 
this time largely for what they show of 
the scope of regimentation that will go 
with any large-scale war in the future. 

Civilians and civilian industry. in fu- 
ture war, are to face control about as 
drastic as that to be imposed on war 
industry and those in military service. 

A freeze is to apply to prices, wages, 
inventories of many things, production, 
building, when and if a war emergency 
is declared. Retailers who escaped con- 
trol “over their stocks of goods in the 
last war will be controlled this time. 

Unfreezing then will be gradual. 
Frozen prices will stay, except as revised 
by a new OPA. Frozen wages will remain 
frozen unless adjusted by a war wage 
board. Inventories of goods, in hands of 
industry, of wholesalers, or retailers will 
be released gradually, or maybe taken 
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over to go for essential uses. The next 
war, if with Russia, will be for keeps, and 
nonwar use of goods will be controlled. 
There is more than a hint that non-essen- 
tial retail outlets would be closed to re- 
lease man power and goods for war uses. 

Job freeze, man-power draft, is less 
certain, but implied. Political power of 
labor unions will be used against a draft 
of labor. Planning calls for it. 

If real war, on a large scale, should 
develop, there will be drastic cutback in 
production of goods for civilian use. 
There will be orders limiting use of many 
materials in civilian production. Living 
standards of the public will fall. (For a 
preview of shortages, see page 33.) 

Stop orders will cut off the flow of 
cars, television sets, refrigerators, most 
major durable goods for civilian use. 
Manufacturers will be permitted, under 
orders from Washington, to make a few 
“austerity” models of farm equipment, 
furnaces, hospital gear, furniture, other 
essentials. But the big factories in Detroit 
and other manufacturing centers will 
swing over, for the most part, to war 
materiel—tanks, guns, aircraft. 





The plan, if Congress should approve, 
is to release at least half of the vast U.S. 
capacity for the war effort. Conversion 
to a war basis will be speeded by a labor 
draft. That will channel workers into the 
new war industries. Then, to solve result- 
ing problems of wages and prices. there 
will be these new, additional controls 
over businesses and individuals: 

Taxes, with all-out war, will be raised. 
much higher. Aim will be to soak up the 
extra dollars that people will be getting 
at a time when there will be fewer civil- 
ian goods to buy. The effective tax levy 
on individuals was about 10 per cent of 
income in the last war. It is to reach as 
high as 35 per cent next time, if planners 
have their way. 

Corporation taxes will rise, too. Excess- 
profits taxes will take effect at once, in 
case of general war. Capital-gains tax 
will be raised sharply under the new 
plan, whereas it wasn’t raised at all dur- 
ing World War II. Excise taxes will be 
far higher than those in the last war. 
They will apply to many more civilian 
goods, thus helping to discourage the use 
of nonessential items. 


Standard Oil Co., N.J. 


JULY PICNICKERS 
Civilian controls are not in sight . 
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Wartime taxes are planned to finance 
at least half the war effort and siphon 
f a major share of excess purchasing 
power about as fast as it develops. 
forced savings are to draw off the 
iollars that taxes do not get. One idea 
is to require that part of all incomes be 
paid in war bonds, redeemable after the 
war. 

Credit, at the same time, will be im- 
mediately, thoroughly controlled. Install- 
ment credit will be stopped entirely. New 
housing loans will be shut off, in most 
cases. Virtually no loans will be available 
for any kind of private construction that 
is not directly connected with the war 
effort. 

Banks are to find the Government 
regulating most aspects of their business. 
Control over bank lending will be used 
to help enforce other controls over the 
domestic economy. 

Private investment will be choked 
of almost completely, in the effort to 
prevent use of savings for nonwar build- 
ing that might take materials and man 
power from the war effort. Construction 
of new homes, stores, office buildings, 
factories will not be permited except in 
alimited way, at war centers. Real estate 
investments, much more profitable in the 
last war than investment in war bonds, 
will come under firm controls in the next. 

This is the outlook for World War 
IIs economic and industrial controls, 
as spelled out by top planners of the 


National Security Resources Board. The 
impact on U.S. civilians would be far 
more drastic than in World War II. War 
controls, the next time, are to be more 
widespread, more powerful, and more 
centralized in administration than even 
the recent wartime controls in Britain. 

Legislation incorporating these 
trols is being drawn up now. It will be 
presented to Congress, with instant pas- 
sage expected, when and if war begins. 


con- 


Congress, however, is very cool at this 
time to the idea of giving broad 
powers to the President for automatic 
use in event of an emergency. Control 
plans are to remain under wraps unless 
real war is imminent. 

Effect of controls, for those who will 
have to work under them, can be put in 
practical terms as follows: 

Individuals face a sharp drop in living 
standards when war comes. The NSRB 
plan will mean that incomes can’t rise as 
rapidly as in World War II. Taxes will 
take three times as much of the average 


War 


worker’s income as they did in the earlier 


war. Compulsory savings, in the form of 
war bonds, will cut into income too. 
Workers face the threat of having to take 
new jobs, maybe in crowded war centers. 
If they don’t go voluntarily, they may be 
forced to go under terms of a labor 
draft. Living conditions are very likely to 
be less comfortable. Food, clothing, gaso- 
line, tires, cigarettes and other things 
will be tightly rationed. Many luxuries 





and some necessities will largely disap- 
pear. Government agencies will move in, 
regulate almost every aspect of life. 

Businessmen will be closely hemmed 
in by federal rules imposed from Wash- 
ington. No will 
supervision, under the plans NSRB is 
drawing. Producers will be told what to 
grow or make. They will get materials in 
quantities and qualities determined by 
Government orders. 

Working forces, hours, wage rates will 
be subject to change on basis of some 
agencys decisions. Financing may _ be 
blocked by credit controls. 

Merchants will be told what they can 
buy, what to sell. Profits will be limited 
—by higher income taxes, excess-profits 
taxes and restrictions on investment, for 
instance. Retailers and producers of non- 
essential goods will stand a good chance 
of being shut down entirely. 

The NSRB plans are aimed, in short, 
at converting the U.S. from a_ free- 
wheeling peacetime economy of abun- 
dance to a tight, “total war” economy in 
the shortest possible time. If planners 
have their way, ‘the next war is not to 
bring any boom.in civilian production, 
such as accompanied the last war. In- 
stead, there is to be a sharp cut in stand- 
ards of living for all, and drastic controls 
over businesses and individuals. But this 
is only a prospect now—something to 
look for if a full war emergency comes 
along, but not until then. 


business escape close 
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but a regimentation plan is ready for an all-out war 
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LABOR PEACE—‘IT’S WONDERFUL’ 


Close-up of a no-strike city: 
Flint, Mich., a General Motors 
pay-roll town, is booming on the 
promise of five strikeless years. 

Retail sales are up sharply. So 
is installment buying. There is a 
demand for new homes, auto- 
mobiles, appliances, everything. 

Workers, assured they won’t 
be called off their jobs, are ready 
to buy. Steady work is giving a 
boost to the whole town. 


FLINT 

What happens when employers and 
workers agree on a long period of 
peace is shown by actual experience 
here in Flint. This is a community 
built largely around big plants of 
General Motors Corp. 

A change, clear to the naked eye, came 
almost immediately after General Motors 
and the United Automobile Workers 
agreed upon no strikes for five years. 
Before that agreement, business had 
slowed. Workers were holding back, fear- 
ful of trouble that would cut into savings 
and reduce living standards. Merchants 
had followed a cautious policy in stock- 
ing goods. Industry was wary. 

Signing of the contract changed all 
that. Reaction was sudden and spectacu- 
lar. The prospect of five years without 
strikes brought a rush of buying orders. 
Builders, merchants, automobile dealers, 
bankers felt the upsurge. Flint suddenly 
had been transformed into a boom town 
from a city that had faced the prospect 
of a long strike. 

The General Motors agreement, which 
had blazed a trail in peacetime indus- 
trial relations, began to be thought of 
outside Flint as a pattern that might be 
applied to other industries in time of 
war. Washington planners were studying 
its stabilizing features even before the 
decision was made to take up arms in 
Korea. 

That Flint should get a big lift from 
the prospect of five vears of labor peace 
was understandable. This General Mo- 
tors city had never forgotten the paralyz- 
ing effect of the 113-day strike of 
1945-46. Housewives, looking back on 
that strike, had begun to lay away sup- 
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Reported from FLINT, MICH. 


plies of canned goods. Workers held 
back on their spending, tried to save a 
little money for the day when their pay 
might be shut off. Merchants heard the 
same words over and over again: “We're 
afraid there may be a strike. We just 
can’t afford to buy.” 

Builders were among the first to feel 
the reaction to the no-strike agreement. 
People who had given up for the time 
being the idea of buying or building new 
homes quickly reversed themselves. A 
veteran of many years on a Buick assem- 
bly line provided a typical example. Two 
weeks before the settlement, he had asked 
a builder to sell two lots for him. After 
the GM contract was signed, he phoned 
the builder to say: “Don’t sell those lots, 
were going to build.” 

Many other workers who had _ been 
holding off have signed up for new homes. 
Applications for mortgage loans shot up. 
Builders say the GM agreement is re- 
sponsible. A Flint banker, expressing 
the feeling of relief that came over every- 
one, said that ending the fear of a strike 
was “like a heavy weight being taken 
off our backs.” 

The urge to spend spread throughout 
the city. A haberdasher reported that the 
impact of the agreement on his sales was 
“terrific.” The voters, who several times 
had rejected a proposal for a 7.6-million- 
dollar bond issue for new schools, ap- 
proved it by better than 3 to 1. 


THE PRODUCT OF AN 8-HOUR SHIFT 





Retail sales shot up immediately and 
stayed up. Resistance to installment buy- 
ing faded. Workers who had feared to 
make commitments two or three vears 
ahead did an about-face and bought free- 
ly on the installment plan. Most surpris- 
ing increases in sales occurred in hard 
goods, which usually are higher priced 
than soft goods and more often are 
bought on time payments. 

Automobile buying spurted. with 
sales up 25 per cent immediately after 
the agreement. Most of the sales were 
new cars. This brought a rush of business 
to finance companies. 

Home-appliance sales boomed. Buy- 
ing of washing machines, refrigerators 
and ranges showed about the same 25 
per cent increase as automobiles. Tele- 
vision sets, on time payments, were pur- 
chased freely. 

Specialty lines, too, were caught in 
the upsurge. A dealer in metal awnings, 
for example, had found business ver 
slow for two months before the agree- 
ment, but, once the contract was signed, 
he made many sales to people who 
previously had told him they could not 
afford awnings. 

There were few fields that did not 
benefit immediately from this new urge 
to spend. One was motion pictures. 
Theater owners thought this might be 
due to the heat, the competition of televi- 
sion, quality of the films, or perhaps the 
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desire of consumers to buy things they 
had been wanting, but which they had 
refrained from buying because of the 
fear of a strike. 

The tendency to spend freely reflected 
a feeling of security that was new to 
many workers in Flint. The banks no- 
ticed a tendency to reduce savings, to 
use cash for down payments on goods. 
and to borrow more freely. Small-loan 
companies found people turning to them, 
not for distress borrowing, but to finance 
cars that other lenders would not finance. 

Merchants, too, turned to the banks 
for more credit. Most of the borrowing 
was used to carry rapidly increasing con- 
sumer accounts for such things as furni- 
ture and appliances. But the merchants 
talked, too, of enlarging stores and ex- 
panding sales staffs. Inventories are be- 
ing expanded. Businessmen say, “Now 
we're all set for several years,” and, as a 
result, are less cautious about stocking 
up on goods. 

Workers in Flint, generally, appear 
to approve the idea of a long-term con- 
tract. The prospect of five years of se- 
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NEW HOSPITAL... & 
throughout the community the reaction was sudden and spectacular 





curity, free of strikes, appeals to them. 
Comments range from that of a woman 
inspector in a spark-plug plant who 
called it “swell” to that of the wife of a 
worker who wrote to thank GM Presi 
dent Charles E. Wilson for “the wonder- 
ful thing you have done.” She added, “I 
am glad you realize men don’t want to 
strike and that they do have to provide 
for their families, and that insecurity 
worries them.” 

Opposition to the agreement, from a 
small minority of GM workers, was based 
on the fear that the productivity pro 
vision of the contract would lead to a 
“speed-up.” This provision recognizes 
the principle that increased efficiency, 
brought about bv use of new machines 
and new methods, benefits workers as 
well as employers in the long run. 

GM workers are not the only ones 
who like the contract, however. One re- 
sult of the agreement has been a scramble 
of applicants for jobs with GM. In Flint, 
a number of workers in service establish- 
ments have quit to sign with GM. In 
Detroit, emploves of parts plants, faced 
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NEW HOUSES 


with strike threats, have gone to work for 
General Motors because they liked the 
security they felt the contract offered. 

Small business in Flint seems untrou 
bled by fears expressed elsewhere that 
the General Motors 
security and pay standards too high i101 
other employers to match. Instead, ex 
ecutives of these firms, like almost every 
one else in Flint, seem more interested 
in the promise of stable employment and 
steady income for the community. 

Up to now, there has been no rush of 
other employers to copy the GM five-vear 
plan. Many feel that only a firm of the 
size and wealth of GM can afford to com 
mit itself to a wage program so far in ad 
vance. But Flint, as one of the many cities 
heavily dependent upon GM_ for theii 
livelihood, sold on the idea. Its 
citizens point to worker acceptance as 
proof that men do not like to strike. It sees 
at least five years of prosperity and se- 
curity ahead. And especially it likes the 
prospect of five years without strikes if 
there is to be war or a continuing threat 
of war in years immediately ahead. 
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History Backs Troop Call: 
John Adams Did It First 


History books back up Truman 
order to fight in Korea. Presi- 
dents for 150 years have been 
doing it without asking Congress. 

John Adams was the first. He 
sent marines after pirates. U. S. 
has gone into action 140 times 
short of war, three times in 
Korea. 

President, as Commander in 
Chief, has the power to start U. S. 
forces on the way to safeguard 
America or the United Nations. 


It was nothing very new in Ameri- 
can history when President Truman 
ordered American military forces into 
action in Korea without first asking 
Congress for a declaration of war. 

Senator Robert Taft, of Ohio, a Repub- 
lican leader, has questioned the power of 
a President to act as Mr. Truman did. 
Yet the history books reveal plenty of 
precedents in which Presidents exercised 
their constitutional powers as Command- 
ers in Chief. President John Adams 
started the practice in the year 1800. 
On more than 140 occasions in the 150 
years since that time, Presidents without 
asking Congress have ordered marines, 
bluejackets and soldiers into foreign ter- 
ritory to take military action without 
first asking the approval of Congress. 

Korea is just the latest and the most 
dramatic of American interventions. This 
one was made in the name of the United 
Nations. American troops first were 
ordered into Korea by presidential direc- 
tive back in 1871. Military forces of this 
country, largely naval, have flexed their 
muscles all around the globe from China 
to Africa to Argentina. American soldiers 
staged a big expedition into Mexico with- 
cut approval of Congress. 

While Presidents, thus, have been us- 
ing this power to send troops abroad for 
a century and a half, Mr. Truman is giv- 
ing it a new twist. Other Presidents have 
stated that they used such power because 
it was necessary to protect American lives 
and interests or to punish individuals or 
groups for harming Americans. President 
Truman is the first, however, to use the 
order of an international agency, the 
U.N. Security Council, as the basis for 
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sending American forces into action with- 
out a declaration of war. 

Use of force by President John Adams 
took place in the days when privateers 
were preying on merchant shipping. A 
French ship designed to rob American 
vessels was in the harbor of Puerto Plata, 
in what was then a French colony but 
now is the Dominican Republic. U.S. 
Marines landed, spiked the guns of a 
shore battery and seized the French craft. 

This action at Puerto Plata was the 
first of a long series of cases in which 
Presidents have sent American troops 
into the colonies and the other republics 
of this Hemisphere. Thus, when Florida 
was a Spanish colony, American troops 
went in four times. Puerto Rico, while 
under Spain, received one such visit. 

Cuba, as a Spanish colony, saw U.S. 
forces arrive three times in the nineteenth 
century to go after pirates. From 1906 
to 1909, the Americans were back to 
help put down revolutions and restore 
order. Similar troubles led to their re- 
turn in 1917, and a few soldiers stayed 
on until 1922. 

When Argentina was having a revolu- 
tion, in 1833, an American force entered 
Buenos Aires to protect American in- 
terests. Not long afterward, Marines land- 
ed several times at Lima, Peru, or. similar 
missions. They went back to Buenos Aires 
twice in 1852 and once in 1853. 

Presidents have sent landing parties 
occasionally to Chile, Brazil, Uruguay 
and Guatemala to take care of Americans 
and their property during political dis- 
turbances. The Navy or the Marines, or 
both, have gone into the Dominican Re- 
public three times, Haiti four times, 
Honduras six times, Nicaragua 10 times 
and Panama 12 times for similar pur- 
poses. 

The two biggest operations in Latin 
America have taken place in Mexico. 
The U.S. Navy fought its way into con- 
trol of Vera Cruz in April, 1914, and 
stayed until November. Gen. John J. 
Pershing led an Army of several thou- 
sand men deep into the country in 1916 
while pursuing Pancho Villa, bandit and 
revolutionist. 

While troubles in Latin America, thus, 
have led Presidents to dispatch the U.S. 
military there scores of times, many other 
parts of the world also have seen Ameri- 
can troops and warships arrive without 
invitation and without authority from 
Congress. 

President McKinley sent American 
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. . «a new twist to an old precedent 


troops into China during the Boxer re- 
bellion without getting specific authority 
from Congress. In 1918, President Wil- 
son, by his own decision, dispatched 
U.S. troops to Northern Russia and Si- 
beria. They stayed there 17 months after 
the signing of the World War I armistice. 
In fact, they still were there alter the 
peace treaty of Versailles took effect. 

Americans in uniform went pirate 
hunting among Greek islands in 1827. 
They landed in Africa in 1848 to dis- 
courage piracy and the slave trade and 
to discipline natives for attacking Ameri- 
can sailors and shipping. They made 
similar punitive visits later to the Fiji 
Islands, Sumatra, Formosa, Samoa and 
Korea. After the 1871 visit to Korea they 
returned in 1888 during a revolution, and 
again in 1904 and 1905 to safeguard the 
Embassy. 

American forces went so far once as to 
build a fort in the Marquesas Islands. 
They boarded a Siamese ship to quell a 
mutiny. They have gone into China 13 
times to protect U.S. citizens, and they 
have entered Japan six times on similar 
missions. 

The Hawaiian Islands and the Phil- 
ippines had U.S. troops as uninvited 
guests before the days of American occu- 
pation, and U.S. units have displayed 
their strength in Morocco, Syria, Egypt, 
the Ryukyu Islands and Angola. 
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FIGHTING KILLS POLITICAL ISSUES 


Truman Stand Changes Campaign Outlook 


War knocks the life out of big 
political issues. It creates new 
ones, too. It changes the shape 
of the 1950 campaign. 

For Republicans: Peace is a 
dead issue. So is Red hunting. 

For Democrats: Defense taxes 
are a bugaboo. So are controls. 

Change from peace to a war 
scare puts new personalities in 
the limelight, can alter the 1952 
presidential outlook if war fears 
hold on. 


Politicians, geared to peace for the 
1950 campaign, are forced suddenly to 
revise ideas, reshape issues and get set 
for a new type of campaign. 

The war, breaking out in the midst of 
the primary campaigns, already is having 
some effects. By autumn, if it still is 
going on, it could affect the make-up of 
the new Congress, the chances of the 
Republicans to gain control, the shape 
of the legislation ahead. 

With the first shots in Korea and the 
first American lives lost, the mood of 
voters began to change. And politicians, 
with their jobs at stake in the November 
elections, began trying to pace their 
actions to the new mood of the voters. 

Peace as an issue is dead for the time 
being. On one day, Republicans in the 
Senate were agreeing in a conference 
that the Communist attack in Korea 
should not be allowed to involve the 
United States in war. On the next day 
they were rising, one by one, in the 
Senate to endorse the actions of President 
Truman in sending United States forces 
to the aid of South Korea. Talk of peace 
had vanished overnight. 

The Communist hunt in Govern- 
ment departments is lost in the shuffle. 
In war, with men being killed, it is taken 
pretty much for granted that the respon- 
sible officials will weed them out. 

Spending is less of an issue. It is 
taken for granted that there will be big 
spending in war. There is little disposi- 
tion to count the dollar cost of munitions 
when blood is being spent. 

Temporarily at least, Republicans are 
finding that the three big issues on which 
they counted to win votes are reduced 
in effectiveness. They might come back 
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if the war is settled quickly, but they 
must be sharpened up to fit the changed 
situation. Senator Joseph R. McCarthy, 
of Wisconsin, the Republican Communist 
hunter, now finds that the war is push- 
ing him off the front pages. 

And Senator Robert A. Taft, of Ohio, 
although supporting the new position 
taken by President Truman, was criti- 
cized caustically by the President for a 
speech in which he demanded that Sec- 
retary of State Dean Acheson resign. 
Taft’s demands were called “political” by 
President Truman. 

But there are difficulties inherent in 
the situation for the Democrats, too. 

Taxes may have to be raised. In the 
pressure of war, President Truman might 
feel himself impelled to veto the tax- 
revision measure that now is moving 
through Congress. He already has urged 
higher taxes, even in peacetime. 

New controls might have to be in- 
stalled to hold the economy in line. These 
are never popular. In part, it was a re- 
action against war controls that cost the 
Democrats control of Congress in the 
1946 elections. 

The present Administration could be 
caught in an embarrassing position if it 
set itself for a major war and the fighting 
ended suddenly. 


SECRETARY OF STATE ACHESON 
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In a war period, there would be little 
hope of putting through the reforms that 
labor wants. The disposition would be to 
hold steady. 

All of these elements could add up to 
trouble for the Democrats. 

At the moment, however, Mr. Truman 
finds his popularity rising. His fortunes 
had been dragging. And Republicans, 
who thought the tide had been turning 
their way, now are scrambling for new 
positions. 

Curiously enough, voter reaction could 
turn against the Administration in the 
November elections, even though the na- 
tion may be strongly in favor of its foreign 
policy. 

In 1942, when the nation was fight- 
ing a desperate war, President Roosevelt 
came close to losing control of Con- 
gress in the mid-term election. The vote 
was 18 million below that of 1940's 
presidential election. And in the 1942 
election, Republicans won 9 Senate seats 
and 49 House seats, about the number 
they now need to win to take control of 
Congress. 

Competent observers, watching pres- 
ent Republican efforts to develop new 
campaign issues, say the new strategy is 
pointing in this direction: 

Republicans will support the 
against Communists in South Korea. 

But they will try to fasten upon the 
Administration and State Department the 
blame for allowing the present situation 
to develop. They say a tougher policy 
against Communists earlier might have 
made it unnecessary to fight in Korea. In 
these attacks, Secretary Acheson will 
come in for plenty of Republican criti- 


war 


cism. 

The changing situation affects not only 
the strategy for the 1950 campaign. It 
alters the thinking about 1952. 

A military man might look good again 
in 1952 as a presidential candidate. The 
war shifted the spotlight back to General 
of the Army Douglas MacArthur. He is 
70 and has not been in the United States 
in 15 years, but he is still a national hero. 
The nation felt good that he had charge 
of things in Korea, felt that he would be 
able to handle the situation and take care 
of Russia as well as Korea. 

And, in New York, another General— 
Dwight D. Eisenhower—stands just out- 
side the spotlight, awaiting develop- 
ments. 

In a war, politicians follow the people; 
and people think of military men. 
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Syngman Rhee, Symbol of Korea‘s Plight, Faces Crisis 
In Homeland After His 50-Year Fight for Liberation 


> Syngman Rhee, a tiny, wrinkled Ko- 
rean, is an unhappy symbol of the newly 
intensified conflict between the U.S. and 
Russia. Dr. Rhee, now 75, devoted more 
than half a century to the cause of Korean 
freedom. In that time, he spent seven 
years in prison, including six months of 
daily torture, and 33 years in exile. 

After World War II, the U.S. Army 
took Dr. Rhee home to a free Korea. In 
reward for his years of hardship and agi- 
tation, he became, in 1948, the first Presi- 
dent of the new Korean Republic. Tena- 
cious and unbending, he quickly found 
that it was easier to be an agitator than 
an administrator. 

With his triumph, there began a chap- 
ter that, although largely overlooked in 
the present crisis, is essential to an un- 
derstanding of it. 


Troubles of a patriot. As President, 


Rhee took over a prickly situation, and, 


North vs. South Korea: Resources for War 





72 Seoul 





observers say, his official actions and per- 
sonality did little to alleviate it. 

Over his vehement protests, the coun- 
trv had been divided, at the 38th parallel, 
into two zones. Rhee ruled in the South. 
To the North there was a Communist 
Government, established by Russian 
troops before their withdrawal. The 
Communists constantly threatened the 
invasion that finally brought in the pres- 
ent new phase in world affairs. 

In addition, Rhee’s own section of the 
country was in almost constant turmoil. 
Infiltrating Communists from the North 
formed raiding guerrilla bands in the 
mountains, fomented disorders in the 
towns and prepared fifth columns for 
the day of the invasion. 

There also were economic difficulties. 
Northern Korea is industrial and South- 
ern Korea agricultural (as shown on the 
map (below). With this balance, the 
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47,500 square miles 


ARMED FORCES 
@ STRENGTH: 100,000 @ GROUND EQUIPMENT: 

machine guns, light and medium artillery, bazooke 
light and medium tanks 
and Russian planes, including fighters and 


Mainly industrial; extensive mining; iron-making, chem- 
ical, aluminum, copper and cement plants; large hydro- 
electric capacity; extensive forests; some agriculture — 


37,500 square miles 


ARMED FORCES 


@ STRENGTH: 96,000 (including constabulary) 
@ GROUND EQUIPMENT: short supplies of rifles and 
other light weapons, some armored cars and artillery, 
plus equipment now being provided by U. S. 

EQUIPMENT: aircraft newly received from U. S. 


Mainly agricultural; big rice production; extensive fish- 
eries; some forests, coal mines, light industries 


country as a unit is self-sufficient. Rhee’s 
domain was cut off from manufactured 
products, which had to be supplied by 
U.S. through the Economic Co-operation 
Administration. Russia had to bring in 
food for the Northerners from Manchuria. 

The Koreans, after 35 years of Jap- 
anese rule, were 70 to 80 per cent liter. 
ate, a figure since reduced. They had 
little knowledge of democratic ideas and 
processes. They became disappointed 
and restless, it is said, because they ex- 
pected too much from the transition to 
local rule. 

Graft and corruption crept into high 
places in the aging Rhee’s Government. 
The budget ran seriously out of balance. 
A rampaging inflation gripped the coun- 
try. All this caused much concern among 
U.S. officials. At one point, Secretary of 
State Dean G. Acheson publicly told 
Rhee he must take anti-inflationary action. 
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Independence. The new President 
was inclined to be somewhat snippily 
independent. He did act to balance the 
budget and reduce money in circulation, 
but he was constantly critical of Ameri- 
can ideas. 

He lived in a sumptuous palace, 
ringed with armed guards, and gathered 
power to himself. A rigid rightist, he 
fought not only Communist elements but 
also more moderate leaders. His secret 
police became a feared and reviled body. 
They had been trained by the Japanese 
and behav ed in much the same old way. 

Rhee’s support was based on an amal- 
gumation of some 50 rightist splinter 
parties. His increasingly dictatorial meth- 
ods began to alienate these groups. He 
came to the Presidency by the election of 
the Legislature, the latter chosen before- 
hand in Korea’s first general election. 
President Rhee, under the urging of 
U.S. officials and Koreans as well, called 
new elections in May of this vear. 

The result was a vote against Com- 
munism, but a vote against President 
Rhee as well. Most incumbent members 
of the Legislature were swept out of 
office. “Independent,” anti-Rhee factions 
won more than 120 of the 210 seats. The 
Rhee regime was left tottering by lack 
of confidence both in Korea and abroad. 

The Northern Communists, apparently 
seized upon the ensuing period of inde- 
cision and confusion as the time to strike. 
U.S. forces rushed to the defense of 
Southern Korea, not to protect the Rhee 
Administration, but to keep Communism 
out of another strife-torn area. 

Reminiscences of a patriot. Driven 

from his capital, President Rhee can, 
nevertheless, look back upon a long life 
of service to his country. He was born 
to the old Korean ancestor-worshipping 
aristocracy, but studied English in a 
mission school, where he learned about 
democracy. There was little of that in 
Korea, then. The country was ruled by 
an iron-fisted, Japanese-dominated mon- 
archy. 
At 19, Rhee decided this situation 
should be corrected. He joined the for- 
bidden Independence Club and quickly 
proved a tireless and zealous young rebel 
and agitator. As an outlet for his ideas, 
he founded the first Korean daily news- 
paper. At the end of a year, he was the 
leader of the movement and the police 
were watching him. 

In 1897, the young rebel led a student 
demonstration of such vehemence that 
he was quickly arrested. He endured six 
months of torture and finally was sen- 
tenced to life imprisonment. In prison, 
he became a Christian convert and or- 
ganized classes in religion, English and 
economics. A general amnesty for po- 
litical prisoners freed the future Korean 
President in 1904. 

After that, at his father’s urging, he 
turned to America and an education that 
emphasized religion and culminated in a 
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Ph.D. degree from the theological de- 
partment of Princeton University. But 
things were boiling in Korea. Dr. Rhee 
returned as a Y.M.C.A. man—and quickly 
left with a substantial price on his head. 

Thereafter, until World War II ended. 
his work lay outside Korea. He visited 
many capitals, but his activities were 
centered in Washington. For vears, Rhee 
was President of the Korean Provisional 
Government, formed originally in Shang- 
hai. He also was head of the Korean 
Commission which’ he established in 
Washington as a diplomatic and propa- 
ganda agency for the Provisional Goy- 
ernment. It was supported by Koreans 
resident in America. 

Rhee, meanwhile, made a precarious 
living by writing and lecturing. A man 
of solemn fervor, who also can be friend- 
ly, he was well liked in Washington both 
officially and socially. Former Secretary 
of State Cordell Hull cut straight through 
yards of red tape to permit him to go 
abroad and marry an Austrian bride. 

Triumphal return. The defeat of Japan 
in World War II brought the turning 
point for Rhee. The U.S. Army, occupy- 
ing Southern Korea, took him under its 
wing and provided transportation back 
to Korea. 

Army Officials arranged a great Jibera- 
tion celebration at Seoul. Thousands at- 
tended and whipped themselves to a high 
pitch of patriotic fervor. At a climactic 
moment, Rhee appeared from behind a 
screen. Few in the crowd knew him, but 
they knew his name, which through the 
vears had become one to be revered by 
Korean nationalists. The throng broke 
into a fenzy of applause. 

Later, when the enthusiasm dimin- 
ished, it was realized that perhaps the 
aging Rhee had been too long away from 
Korea. He had lost touch with the atti- 
tudes of people there. He was thorough- 
ly Westernized, and dapper in Western 
dress. When he changed to native cos- 
tume, some considered it a pose. 

Sensing that confidence in him was 
slipping, Rhee made a trip to the U.S. 
to consult with officials on ECA aid and 
other matters. In Washington, he had a 
somewhat frosty reception, and his ques- 
tioning brought heavily qualified replies. 

On the way back, he stopped off in 
Tokyo to give his old friend General 
Douglas MacArthur a report on the mili- 
tary situation. Dr. Rhee, long fearful of 
attack from the North, got a reassuring 
reply. General MacArthur told him that 
he would protect Southern Korea “as I 
would the United States.” 

The General now has come to Southern 
Korea’s defense. But, in the light of the 
record, Dr. Rhee cannot but be wonder- 
ing whether, regardless of the outcome 
of the present fighting, he ever again 
will be the top man of Korea. 
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>> In Stalin's book, there are different kinds of shooting wars. Right now, 
in Moscow, Stalin is wondering whether the U.S. classifies wars as he does. 
Class C war, started by North Korean Communists at a nod from Moscow, is 
cff to a bad start, from Stalin's viewpoint. U.S. was expected to stand by, was 
expected to do no more than talk. Instead, very quickly, the U.S. moved in. 
Class B war, thus, has begun. This is armed conflict limited to a rela- 
tively small area where two powers test their strength. Russia fought a Class B 
war with the Japanese before World War II. Officially, Russia and Japan were 
not at war. The shooting was done by the forces of Manchukuo and of Outer Mon- 
golia. But a lot of Japanese and Russians were killed. Japan, in the end, 
Stopped at Manchuria. War in Korea, as Stalin sees it, now is a Class B war. 
What worries Stalin is whether the U.S. is playing by the same rules. 








>> So far, in Korea, the U.S. aim is to drive the Communist North Koreans, 
Stalin's stooges, back to the 38th parallel where they came from. 

Class A war is direct war between world powers with no limitations on the 
battleground. Such a war with the U.S., a third World War, is not on Stalin's 
want list for the immediate future. He would rather get territory, make con- 
guests, without big wars. Now, however, it is clear to Stalin that, to get what 
he wants, he may have to risk getting into Class A war. As a result, he is 
making a quick check over his lists of allies and of enemies. 





>> Added up, Soviet Russia's allies leave a lot for Stalin to desire. 
Red China, planning to mop up Formosa, now is blocked by the U.S. Also, 
with plenty of work at home, Chinese Communists are not eager for foreign war. 


East Germany, so far, has had little success in wooing West Germany for 





Moscow. German Communists, in fact, have not even been able to grab Berlin. 
East European satellites, from Poland to Bulgaria, are obedient enough as 
Communist police states. But the will to fight for Russia isn't there. 
West European Communists are weaker than ever, useful to Moscow only as 
troublemakers. Days when they had a chance to grab France and Italy are gone. 
That leaves war, Class A war, pretty much up to Stalin's own Russians, whom 
he likes to keep at home. So the odds, right now, seem against a Class A war. 








>> Looking around, after stirring things up in Korea, Stalin is finding that 
the U.S. has moved up behind some of the doors that appeared to be left open for 
Communists and for Russia. The "soft spots" of the world are firmer now. 
Southeast Asia, still one of the softest spots in the world, is going to 
see more Americans around from now on. In Indo-China, the French have President 
(over) 
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Truman's promise to speed up Shipments of U.S. arms to use against Communist-led 
rebels. With the arms go a U.S. military mission whose officers can, if invited, 
also visit Siam, Burma and British Malaya to check on their need for arms or 
military assistance against Communists. In the Philippines, U.S. forces are to 
be strengthened. President Quirino also has asked the U.S. to develop bases on 
the Islands. And Philippine police and troops have orders to round up the 
Chinese who have been secretly aiding Communist-led Philippine rebels and ship 
them off to Communist China. Few of them want to go. 

Communists, thus discouraged, will find it more difficult to help Stalin. 











>> What Stalin wants most now is going to be harder than ever to get. 
Japan, industrial prize of the Far East, is to be held more firmly by the 
U.S. Bases for the U.S. in Japan turned out to be all-important in the Korean 
war and won't be abandoned. Peace treaty, if Japan gets one, will be written 
without Russia and will permit the U.S. to keep troops in Japan indefinitely. 
Japanese Communists expect tougher treatment now and are going underground. 
Marshal Tito of Yugoslavia learned much from the war in Korea too. As a 














Communist, he voted against United Nations support for non-Communist South Korea. 
As Stalin's rival, the champion of national Communism who refuses to take orders 
from Moscow, he expects trouble. As a soldier, he is deploying his Army, second 
only to Russia's own army in Europe, to meet force with force if attacked. 

West Germany, also encouraged by the U.S. stand in Korea, looks to the French 
plan for pooling coal and steel output to strengthen the whole of West Europe. 


All in all, Stalin today sees more potential enemies than ever. 











>> Even Iran is stronger now. A recent visitor to the U.S. is responsible. 

The young Shah, Muhammed Riza, back from a state visit to the U.S., found 
the pro-Russian underground thriving on the corruption and incompetence of 
Iran's professional politicians who have ruled the country for years. 

A general, Ali Razmara, got orders from the Shah to take over the country 
as Premier and clean house. A banker became finance minister. An agricultural 
engineer became minister of agriculture. An economist became minister of econ- 
omy. A doctor became minister of health. A labor leader became minister of 














labor. Politicians ready to compromise with Russia are jobless. 
Reforms long suggested by the U.S. are under way at last. As a result, 
Iran, long the weak point of Western defenses around Russia, is strengthened. 


>> France, for a while, looked like a strong leader for Europe. Suddenly, 
France doubled up with an acute attack of political indigestion. 

Falling cabinets are likely to be a chronic French weakness for some time 
to come. Premier Bidault's Cabinet, nine months old, survived longer than most 
postwar governments. But it fell just as it started to work on the coal and 
steel pool proposed by France and accepted, in principle, by Germany, Belgium, 
the Netherlands and Luxembourg. So divided, in fact is France politically that 
the French Parliament may reject the coal-steel plan. 

Otherwise, France is in better shape than ever. Prices dropped last month. 








Harvest ahead looks like a record breaker. Production, up to now, has climbed. 


Trouble is that not only the French Parliament, but the French voters are 
so divided that all governments are wobbly, resting on shaky coalitions. Cure 
is not in sight. Until there is a cure, France, as a leader is uncertain. 
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(This article represents the result of an extensive 
research on a problem of outstanding importance.) 





Special Report 





Belt tightening for civilians is 
$ ghead in any major war effort. 
Industry, in peacetime, is work- 
ing near capacity. 

Steel output is ahead of war 
days, but still scarce. So are lum- 
ber, some other items. Most 
goods are rolling out. 

Supply pinch is not an im- 
mediate prospect. But a war- 
production program would tight- 
en up almost everything, quickly. 


Any increase at this time in military 
demands for armament will force 
cutbacks in production of goods for 
civilian use. In one industry after an- 
other, production, even now, is bump- 
ing against the ceiling of capacity. 

War in Korea, military officials expect, 
can be fought largely with materials now 
on hand, or on order. If that proves to be 
the case, civilians will feel little if any 
early pinch. If war spreads, however, 
military demands will rise. Those de- 
mands will be filled regardless of the 
cost to civilians. The new draft law gives 
President Truman power to command 
any company or industry to divert its 
output to the war effort if the need 
arises. Severe penalties face any who do 
not comply. (Details of control plans for 
an all-out war appear on page 22.) 

The prospect, even so, is for no im- 
mediate squeeze on civilians. Aircraft 
demand will rise. Planes in combat are 
used up quickly. Aircraft production, 
however, will not soon add to shortages 
of important materials. Munitions use, 
too, will be stepped up, but stockpiles of 
ammunition and of guns are large. New 
weapons will get their test, Again, though, 
mass production of these will not be 
needed for a war against Northern Korea 
unless Russia enters that war. 

Actually, shortages of gasoline, tires 
and other products could become critical 
even without a bigger war. Scare buying, 
hoarding, heavy forward buving by in- 
dustry can cause a sudden pinch at many 
points. There is some evidence of this 
already, and it is the uncertain factor af- 
fecting the civilian outlook. 

Rate of output, generally, is above 
the highest levels reached in World War 
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Special Report 





II. The use of goods by civilians alone 
is now as great as combined civilian and 
military use at the height of the most de- 
manding of all wars. 

Steel, for example, is being turned out 
at a rate of more than 100 million tons 
annually. Peak output in any wartime 
month was at 94 million tons. Yet steel is 
scarce, even before new war demands are 
added. U.S. Steel already is putting its 
customers on an allocation basis. 

Copper production, at the mine and 
smelter, is at a lower level than it was 
during the peak of war production. Yet 
refineries, partly dependent on imports 
of materials, are turning out more copper 
than at any time during the war. De- 
mand, though, still is greater than U.S. 
output, even without any rise in orders 
for aircraft, communications equipment 
and other military goods that take copper. 

Lumber, now going into new homes 
and apartments on an unprecedented 
scale, is being produced at an annual 
rate of 38.1 billion board feet. Top 
achievement during any wartime month 
was a rate of 36.4 billion. Yet lumber is 
scarce in some building areas. There now 
is a threat of a rush to build in order to 
beat the shortage, and of an increase in 
forward orders by jobbers and dealers. 

Synthetic rubber is being produced at 
less than half the peak rate of wartime, 
now that imports of natural rubber are 
up again. There is, thus, a great deal of 
idle capacity available for making syn- 
thetic rubber. Still, much of Govern- 
ment’s war-built facilities for producing 
stvrene—a critical element in output of 
synthetic rubber—is diverted to output of 
peacetime chemicals. To put these plants 
back into the synthetic-rubber business 
would mean cutting back on production 
of chemicals for plastics and other in- 

dustries. 

Electric-power production is breaking 
all records and exceeding all predictions. 
Output has been at a rate of 362 bil- 
lion kilowatt-hours a year. At the wartime 
peak, the rate was 294 billion. Power re- 
serves are considered adequate except in 
the Pacifle Northwest, where industry is 
being rationed. Capacity, moreover, is 
being expanded at a rate of about 6 bil- 
lion kilowatt-hours a year. But any rapid 
rise in the demand for power will mean 
shortages in many regions. 

Aluminum output, too, is far below 
the peak rate of well over a million tons 
a year, reached late in the war. Output 
could be expanded substantially. Yet ex- 
pansion would run into a power shortage 
in event of any swift preparation for war. 

Coal is one commodity that can be 
produced in far greater quantity than is 
being turned out today. Mine production 
is at a rate of only 542 million tons a 
year, against a top of 675 million tons 
early in 1943. 
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PLENTY OF MEAT 
. .. but high prices could ‘‘ration’’ it 


Machinery for industry—and machine 
tools, as well—can be manufactured at 
far higher rates if necessary, provided 
steel is made available. 

Textiles, required in tremendous vol- 
ume for any growing armed force, also 
can be had in greater quantity. Cotton 
is abundant, and is being used up by 
mills at a rate of 25 per cent below the 
wartime peak rate. In the woolen-and- 
worsted industry, spindle activity has 
been running at 180 million hours a 
week, against 254 million early in 1943. 
Still, the problem of getting more raw 
wool could cause real trouble. 

Paper and paperboard, critically short 
in the last war, can be scarce again. Out- 
put totals 22.8 million tons a_ year, 
against 18.2 million at the war peak. Yet 
supplies are not overabundant. Further 
increases in demand will run head on into 
the problem of pulp supplies. 

Metals aside from steel, copper and 
aluminum—can be even worse roadblocks 
in any drive for preparedness. Producers 
in many cases are barely able to keep up 
even with present demand. They are get- 
ting the zinc out of U.S. mines at a rate 
of only 620.000 tons a vear, against 834,- 
000 in 1942. It already is scarce, with 
stockpiling promising to make it even 
tighter. Lead is being mined and _ re- 
fined in amounts far smaller than in war- 
time. 

Cement, now being produced at a rate 
of 217 million barrels a year, is about at 
the peak level of wartime output. About 
15 per cent of the industry's capacity is 
not in use, but demands for a larger in- 
crease than that can bring delays in con- 
struction. 

Food is one item that appears rela- 
tively abundant. Vast reserves of many 
foods are in Government hands, bought 





in price-pegging programs. Wheat, rye 
and rice are in ample supply. Milk output 
in 1950 may set a new record. Yet food 
has a way of turning up short when war 
raises civilian incomes and military de- 
mands. It takes at least a year, in most 
cases, to boost farm output. 

That is the production picture for com- 
modities. There is another important 
factor, however. 

Labor, at this time, is in anything but 
surplus supply. The unemployment “re- 
serve” is down to the 3-million mark, An 
activated draft, or a demand for more 
workers to produce war goods can mean 
a critically tight labor market. 

To the average family, what all 
this means is a possibility of acute short- 
ages of many of the products sold at re- 
tail. The squeeze, in the event war con- 
tinues and spreads, can be shown in de- 
tail. 

Building definitely will feel the pinch. 
Lumber, steel, cement and other im- 
portant materials are involved. Odds are 
against critical scarcities as a direct re- 
sult of war. Yet the scramble for ma- 
terials already is being stepped up as 
an indirect result. 

Autos will get the steel needed. at 
least for a time. So will refrigerators, 
lawnmowers, other pieces of home equip- 
ment. Yet an intensified war might not 
be long in curtailing output. And a frantic 
dash to boost steel inventories even now 
can mean rising prices and delays at the 
retail counter. 

Clothing of virtually all kinds is like- 
ly to remain plentiful, barring widespread 
war. But prices may be higher. Shoe 
prices, for example, have been marked up 
recently, and businessmen are reported 
rushing to buy. 

Tires and gasoline are counted on to 
be in easy supply only so long as no 
major arms program is launched. 

Food supplies will remain abundant 
so long as consumer incomes do not go 
into a sharp climb. If that happens, there 
is to be the unofficial rationing that 
comes out of high prices. Some choice 

cuts of meat, for example, already cost 
$1.10 a pound and, thus, meat is being 
“rationed” among those who can afford it. 

Outlook, over all, is for no more of a 
supply pinch right now than _ usually 
comes out of a war scare—the temporary 
shortages that result from forward buy- 
ing, or hoarding. Large-scale war, or 
swifter moves to prepare for war can 
change this picture overnight, however. 
There is too little of idle plant capacity 
or labor this time to take care of any 
major war-production program without 
sharp cutbacks in output of products for 
civilians. Any such program is counted 
on to bring a swift return to price con- 
trols and rationing for consumers, and 
priorities and allocations for industry. 
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Wage raises move to the top 
of labor's list of demands under 
threat of war with Russia. Unions 
want to get all they can before 
freeze goes on. Pensions, shorter 
week are secondary. 

Heaviest pressure will be on 
electrical-equipment, meat, rub- 
ber and farm-machinery indus- 
tries. Others, in most cases, are 
signed up for this year and are 
safe until contracts expire. 


War in Korea, with its threat to 
world peace, is causing unions to take 
a new look at their wage positions. 
What they see is this: 

A wage freeze, probably tighter 
than that of World War II, can be ex- 
pected if the U.S. gets into a full-scale 
shooting war with Russia. 

Wage demands, therefore, take on 
new importance in the eyes of labor 
leaders. Increases, if made, must come 
before controls are restored. Unions will 
want to get all they can while the getting 
is good. Demands for raises of 20 cents 
an hour or more are not unlikely. 

Many big employers, however, are pro- 
tected for the rest of this year from such 
demands. There are only a few big in- 
dustries in which contracts for 1950 
have not been signed. Employers under 
contract, in most cases, are protected for 
the time being by no-strike clauses. There 
are some, however, whose contracts may 
be reopened during 1950 for the purpose 
of discussing wages. Unions with such 
reopening clauses are likely to step up 
pressure for higher wages if war seems 
imminent. 

Other demands of unions will get 
less attention as wages move to the front. 

Pensions will remain a major issue 
in several industries where CIO unions 
are involved, but AFL unions are likely 
to prefer straight wage increases. 

Hours of work will not be a major 
issue if the labor market gets tighter. 
Unions recently have been asking for 
shorter work weeks, without loss of 
weekly pay, but this was prompted by 
fears of larger unemployment. An ex- 
panding defense program would provide 
more jobs and more overtime. The 35- 
hour-week idea would be shelved again. 
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MORE PAY NOW: NEW DRIVE 


Unions Want Raises 


Annual-wage idea will fade into the 
background in a period of expanding 
jobs. Some unions had been dusting this 
demand off for another try, but workers 
will not be worrying about layoffs if job 
opportunities increase. 

Unsigned industries, without con- 
tracts, can expect strong pressure for 
sizable wage boosts in the months ahead. 
The same is true of industries whose 
contracts may be reopened for wage dis- 
cussions. 

Electrical equipment is one of the 
most important. Several big companies 
still are negotiating agreements. General 
Electric Co. has made an offer that may 
help to set a pattern. The offer included 
a pav raise of 3 per cent, at least 4 cents 
an hour, as well as monthly pensions that 
would go to $125 for workers with 25 
years of service or to $133 for those with 
30 years, including the expected increase 
of Social Security benefits. An insurance 
program also was included in the offer. 
The CIO Electrical Workers, led by 
James B. Carey, first rejected the offer, 
in the hope that further concessions 
would be obtained. The rival left-wing 
electrical union took the same attitude. 

Meat-packing firms may find unions 
putting more emphasis on wage demands 
when contracts expire August 11. Earlier, 
the CIO Packinghouse Workers listed the 
30-hour week, with 40 hours’ pay, and 
the guaranteed annual wage at the head 
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JAMES CAREY 
. . « he threw a switch 


Before a ‘War Freeze’ 


of the demand list. Both CIO and AFL 
unions now are expected to put wage 
demands ahead of the other issues. 

Rubber companies are due to receive 
demands from the CIO Rubber Workers 
in the next few weeks. Union officials, 
scheduled to meet soon to draft demands, 
are likely to propose a sizable wage in- 
crease. 

Farm-equipment firms in some cases 
are to negotiate new agreements in July 
and August. Wages will be an important 
issue, along with pensions. 

Those industries, and a few others, are 
expected to test out the new union strat- 
egy on wages. Most of the larger indus- 
tries, however, worked out their new 
agreements last year or early this year, 
and these barred reopening on wages 
during the rest of 1950. 

“Frozen-contract’’ industries also 
will find unions seeking sizable pay raises 
in 1950-51, if war is not a fact but is still 
threatened. 

Steel, which often sets a national pat- 
tern, is due to get the 1951 pay de- 
mands from CIO Steelworkers on No- 
vember 1, 1950. Any increases granted 
would be effective in January, 1951, 
or the union would be free to strike 
at that time. 

Coal can face a strike threat on April 
1, 1951, or any time thereafter, if John L. 
Lewis wants to open up his agreement. 
United Mine Workers district meetings 
so far have been emphasizing a shorter 
work week as the model demand for 
1951. If Mr. Lewis sees wage controls 
approaching, however, he probably will 
insist on a pay raise for his miners. 

Auto manufacturers, for the most part, 
now have contracts running into 1951 or 
beyond. General Motors Corp. has a 
union promise that there will be no new 
wage demands or strikes for five years, 
in return for annual wage increases. The 
Ford contract allows a wage showdown 
on Jan. 1, 1951, or later, if the union files 
a 60-day notice. The Chrysler agreement 
bars wage discussions before July 1, 
1951. A few smaller auto manufacturers, 
and some parts suppliers, still are nego- 
tiating on fourth-round contracts. 

Railroads still have wage disputes 
pending. Unions that have not settled 
might tend to try harder for larger pay 
raises in view of the war situation. The 
strike of AFL Switchmen against five 
Western and Midwestern roads brought 
the situation to a crisis stage when the 
union refused to accept an 18-cents-an- 
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Lower Production Cost 


America’s huge FIRE waste is 
an overhead charge on produc- 
tion...an unfair burden on our 
manufacturers now competing 
for world trade. Control the 
FIRE menace. Let GLOBE 
Sprinklers protect your plant. 
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hour pay raise in connection with reduc- 
ing the work week from 48 to 40 hours. 
The Switchmen demanded a 20 per cent 
hourly raise, averaging 31 cents. The 
Trainmen and Conductors also sought to 


get more than an 18-cent raise for thei 
members in yard service, and wanted 
more money for over-the-road employes. 
Other disputes, involving Engineers and 
Firemen, are developing over wage issues 





ELECTIONS WORRY UNION MEN 


Early Primaries Go Against Their Friends 


Politically. union leaders have a whole 
new set of worries. Things are not going 
at all to their liking in the early primaries. 
If the trend is not stopped, the unions 
will end up with fewer supporters in 
Congress than they now have, and their 
present strength is not enough to put 
across their legislative program. 

Defeat of Senator Frank P. Graham 
in the North Carolina Democratic pri- 
mary confirms the fears of union politi- 
ticians that the South is turning against 
its liberal sons. This fear first was ex- 
pressed when Senator Claude Pepper 
lost out in the Florida Democratic pri- 
mary. Loss of these two prolabor votes 
already is a serious blow to labor's 
hopes for 1951, and more defeats may 
be ahead. 

There are reports that Senator Elbert 
D. Thomas (Dem.), of Utah, is to face 
serious opposition in seeking re-election 
this year. He has the key job of chairman 
of the Senate Labor Committee, and has 
aided unions and the Administration in 
pushing prolabor legislation. If Senator 
Thomas fails to return next year, the 
unions will lose another vote that always 
could be counted on. The Committee 
chairmanship, however, will remain in 
prolabor hands if the Democrats keep 
control of the Senate. The next Demo- 





—Plummer 
UTAH’S THOMAS 
A vote at stake 


crat in line for the job is Senator James 
E. Murray, of Montana, who also sup- 
ports the union program. 

The Democratic Floor Leader, Sena- 
tor Scott W. Lucas, of Illinois, also is re- 
ported to be in danger. He has strong 
opposition from former Representative 
Everett Dirksen, the Republican nominee. 
Dirksen usually voted against labor's pro- 
gram when he was in Congress, and his 
election would be another blow to the 
union hopes if he replaced the veteran 
Lucas. 

Labor also is showing great interest 
in the California race between Represen- 
tative Helen Gahagan Douglas (Dem.) 
and Representative Richard M. Nixon 
(Rep.) for the Senate seat being relin- 
quished by Sheridan Downey, a Demo- 
crat. Union leaders are backing Mrs. 
Douglas but they are doubtful of the 
outcome in view of the trend against 
labor candidates elsewhere. 

In Ohio, labor’s efforts to defeat Sena- 
tor Robert A. Taft are complicated by 
a statement of Democratic Governor 
Frank Lausche indicating that he might 
vote for Taft. CIO and AFL spokesmen 
condemned Lausche for his words, and 
stepped up their efforts to elect Taft’s 
opponent, State Auditor Joseph Ferguson. 
However, odds seemed to be _ heavily 





Harris & Ewing 
NORTH CAROLINA‘S GRAHAM 
A fear confirmed 
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against Ferguson’s taking Taft’s seat in 
the Senate. 

Aside from the voting trend, union 
political leaders have other worries. 

- Money is not coming in fast enough 
to suit the top officials. Appeals are being 
nade to local unions and to labor conven- 
tions to send in more voluntary contribu- 
tions from union members. The Taft- 
Hartley Act prohibits the expenditure of 
mion funds for political campaigns, so 
that donations have to come from in- 

lividual members. CIO is asking for a 
nillion dollars before October. AFL has 
not mentioned its goal, although it urges 
each member to chip in $2. If all AFL 
members paid up, this would amount to 
nearly 16 million dollars, but AFL prob- 
ibly would consider itself fortunate if it 
collected 1 million. 

The antiunion vote is getting out to 
the polls in many areas, as the election 
results show. In some regions, the middle- 
class districts are casting a much heavier 
vote than is customary in primaries. La- 
bor had been counting on getting a big 
share of its own voters out in an “off 
year’ when the total vote usually is light. 
Instead, unions may find that the anti- 
labor candidates are getting out the 
larger number of voters. 

If labor fails to make gains in Congress 
this vear through its alliances with the 
Democratic Party, sentiment for a third 
party probably will be revived. A group 
of CIO and AFL leaders, including Wal- 
ter Reuther and David Dubinsky, has 
favored a national farmer-labor party as 
i long-range goal—an idea that was put 
side for a trial period of co-operation 
with the Democrats. However, not all 


labor groups would go along with a third 
party. Many favor remaining with the 
Democrats. 





ILLINOIS’S LUCAS 
A report of danger 


—Plummer 
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Executive Posture Chair No. 66 


The minute you sit in a Harter posture chair 
you can feel the difference. The difference 

is comfort — comfort that really fits you — 
and it feels great! 

A Harter posture chair is fully adjustable 

to your own measurements. Simple hand-wheel 
controls turn the trick. Harter’s adjustable 
back rest cradles the small of your back, keeps 
you firmly supported in healthful posture. 
Harter makes a posture chair for every seated 
worker. All models have foam rubber cushions. 
good-looking and long-wearing upholstery, 
sturdy steel construction. Every model is fully 
adjustable to the requirements of its user— 
for greater comfort and higher efficiency. 


Write for the name of your Harter dealer. He 
will give you helpful advice and expert 
assistance on all your office seating problems. 


HARTER CORPORATION, 407 Prairie Ave., Sturgis, Mich. 
Please send the name and address of my Harter pos- 
ture chair dealer. Enclose free booklet, “Posture Seat- 





H 
fn 


City 


RTER 


Address . 





POSTURE CHAIRS - STEEL CHAIRS 





Yes, the Cities Service Heat Prover 
tells all you want to know about 
the combustion efficiency of gas 
and Diesel engines... and indus- 
trial furnaces of all types. 


Leading steel, locomotive, truck, car, air- 
craft, tool manufacturers and others, are 
profiting from this unique service. They 
quickly achieve production gains through 
stricter combustion control. For the Heat 
Prover accurately registers both excess 
oxygen and unburned fuel being wasted, 
so that corrections can be made. This re- 
markable instrument is ready to serve you. 
A demonstration is easy to arrange. 


CITIES () SERVICE 


QUALITY PETROLEUM PRODUCTS 


Contact nearest 
office, or write for 
FREE BOOKLET 








—-—— — —— 
CITIES SERVICE OIL COMPANY 
Sixty Wall Tower, Room 628 
New York 5, New York 
Please send me without obligation your 
new booklet entitled ‘Combustion Con- 
trol for Industry. 
Name adenoid - 
Company = = tecenenenaesseoe ane 
Address - 
City — 








NEW BOSTON SKYSCRAPER BEARS NAME 
OF DECLARATION’S FIRST SIGNER 
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BETHLEHEM STEEL ~ 


This distinguished building, home office of 
the John Hancock Mutual Life Insurance 
Company in Boston, perpetuates the name of 
one of the nation’s founding fathers and first 
signer of the Declaration of Independence. 

Dignified and calm in its exterior lines, the 
building is packed with interesting features 
from its basement to the tip of its graceful 
tower. It is the largest completely air-condi- 
tioned building in New England. Floors and 
steel-paneled walls are soundproofed. There 
are lounge areas, a game room, library, large 
cafeteria served by an all-electric kitchen, 
and a spacious auditorium equipped for a 
complete radio show. 

A modern skyscraper like the John Han- 
cock Building is an expression of many com- 
bined skills, of which Bethlehem was called 
upon to supply a full share. We furnished 
steel piling that was driven deep into the 
earth to give the building firm bedrock 
support. We made, fabricated and erected the 
15,000 tons of structural steel forming the 
hidden skeleton. And Bethlehem elevator 
cable is helping the high-speed elevators to 
maintain the smooth flow of vertical trans- 


portation to the building’s twenty-six stories. 





Architects and Engineers: Cram and Ferguson, Boston 
Builder: Turner Construction Company, New York 





aay <-> 
134138 





Written 
JULY 7, 




















Trend of American Business 








24th and N Streets, N.W. 
Washington, D. C. 


No matter what happens in Korea, buSiness activity here is to stay at high 
levels during the rest of the year and into 1951. 

If the Korean war is short, defense Spending will be increased but not 
enough to affect general business or prices very much. 

If the Korean war is long or spreads, Government controls will take hold. 
Government buying would offset contraction in civilian buying. 

All-out war with Russia would mean immediate clamps on all civilian 
activities, much stiffer controls sooner applied than in the last war. 











Complete controls for business, finance, sabor, consumers are not in the 
cards right now. They will await a real emergency. 

Industrial-mobilization plans, drastic controls are drawn up by the National 
Security Resources Board. They would give the President power to place a sudden 
freeze on prices, wages, man power and materials. But NSRB isn't in any hurry 
to ask Congress to act on its program yet. Details on this on page 22. 

But here's something you should realize: 

The President right now can compel manufacturers to give priority treatment 
to Government orders, where interests of national security are involved. This 
power is given him in the draft law, just extended for another year. Firms can 
be seized and operated by the Government, if they don't comply. Steel companies, 
specifically, can be required to make steel available to other companies 
working on orders for the armed services. 

These teeth in the draft law won't be used, unless necessary. But they are 
there. Most companies will give voluntary priorities to Government orders. 














The way things are now, civilians won't feel the Korean fracas much. That 
is, unless they go on a buying binge and fcrce early application of controls. 

Defense spending may expand about 2 billion dollars above what had been 
expected this fiscal year. Room for this can be made on American production 
lines without too much squeeze on normal business. 

Steel operations are at capacity. Steel for munitions will get voluntary 
priority. Main pressure will be on heavy and alloy steels. Structural steels 
used in construction may become even less plentiful. Light steels, much used in 
automobiles and household appliances, should be in fair Supply. 

Automobile industry is working at capacity. It has a little military work 
under way. More military work would mean fewer civilian cars. But there's some 
doubt whether car sales can stay at present dizzy levels for long anyway. 

Rail-equipment manufacturers will get armament orders. Their backlog of 
orders for freight cars is quite large relative to present production. But 
output can be increased by taking on more men. 

Machine-tool companies have a big backlog of arders. These would have to 
be put aside in case of emergency. Military orders would be huge. 

Oil production can be increased quickly with present equipment. 

Rubber companies are working at very high levels. But production can be 
stepped up further, as stand-by synthetic plants are brought back into use. 
Natural-rubber stocks in this country are heavy. 

Aircraft manufacturers have large capacity available to step up output. 
But they will have to employ and train more people if orders pile up on them. 

Aluminum makers will be hard pressed to meet higher demand--for instance, 
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TREND OF AMERICAN BUSINESS-- (Continued) 


for planes. But more aluminum could be brought in from Canada. 

Metal fabricators--especially brass and copper--may have more trouble 
getting supplies of metals. Government stockpiling will cut into commercial 
Supplies. Metal products for buildings, automobiles, household appliances 
may run short here and there. 

Main competition between military buying and the civilian economy is likely 
to show up in durable goods, now being bought hand over fist across the country. 
War-scare buying would be noticeable first in durables such as automobiles. 








War or no war, official screws on consumer credit are becoming more likely. 

Credit restraints, if they come, wiil probably be applied through the 
banks, through curbs on bank credit. Commercial banks, now the largest source 
of time loans, hold about two fifths of all installment credit outstanding. 

Bankers are getting worried about consumer loans. Federal Reserve Bank of 
New York reports bankers in that area feeling "that the average wage earner is 
overextended." They believe people are so tied up with time payments on durable 
goods that little is left for buying soft goods, such as clothing. 

Commerce Department finds heavy buying of automobiles, other durables worri- 
some. Officials say purchases are higher than normal, considering income levels. 

Treasury Secretary Snyder warns that consumer credit should be constantly 
watched. The Treasury's bank examiners are visiting some banks more frequently 
than usual. They are looking for overleniency in extending credit. 

Federal Reserve Board has wanted to tighten credit use for some time. 

It looks now as though something might be done about it. 














Consumer credit is now at the peak level of all time..... 

Latest total, at 19 billion dollars, however, is still taking a slightly 
smaller share of the consumer's spending money than at the peak in 1941. 

War-scare buying boosted time sales in 1941. Same could happen now. 
That's what worries official Washington most at the moment. 

Big gains in time sales this year are in automobiles and household appli- 
ances, especially television sets. Many dealers are easing their selling terms. 

Some retailers, however, are trying to shorten terms, shorten risks. But 
competition and fear of losing business prevents much of this. 

Collections are slowing up, as terms ease. But defaults are infrequent. 
Installment loans have a good record. Even after 1929 losses were small. 

If general wartime controls have to be slapped on, bank loans will be 
rigidly limited. Lid on consumer credit will be much tighter than in last war. 














Under war conditions, mortgage credit, too, would be hard hit, might even 
be barred outright to prevent building and real estate speculation. 

Mortgages on nonfarm real estate are rising at a swift pace this year. 

Total already is well above the 1930 peak of 38 billion dollars. Liquidat- 
ing real estate mortgages was the big credit headache of the '30s. Now many of 
the loans, especially the newer ones, are guaranteed by the Government. 

Building boom perhaps carries the seeds of its own remedy. 

Much of the wartime backlog of housing demand has been met. 

Fewer new families are being formed than in recent years. 

Prices of houses, now high, probably will go higher yet. 

Price tags reflect rising wages of building workers, costlier materials. 

Shortages of materials, particularly steel, cement, and lumber, may be 
accentuated as defense measures are stepped up. 

Snatching for materials, development of a gray market or kiting of prices 
could force curbs on private building if the international situation doesn't 
clear rapidly. First, curbs might be on mortgage financing. Later, in an 
emergency, complete limitations would be put on private building. 

But right now Washington will go slow with controls on building as well as 
other industry. Warnings, threats will come before the big stick. 
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We’ve Been Asked: 


HOW INDUSTRY CAN BE DRAFTED 


Drastic power over industry needed 
in a war effort is held at this time by 
President Truman. The power is to draft 
industry for defense purposes just as men 
ae drafted, and that power is in the 
Selective Service Act, now extended. 

A company can be directed to accept 
a military order. It can be required to 
place that order at the head of its list 
for fulfillment. There is no power in the 
law to fix the price at which such an 
order must be filled, or to determine how 
nonwar orders may be rationed. But no 
individual or firm or company can hold 
back from accepting defense work with- 
out facing trouble. 

Failure to do the Government’s bid- 
ding in military production can result in 
seizure of a plant or mine or any other 
facility. It also can result in a prison 
term and fine for an individual or com- 
pany officer. 


Are these powers in existing law? 
Definitely. They are in Title I, Section 
18, of the Selective Service Act of 1948, 
which now has been continued to July, 
1951. This little-known Section is 
headed: Utilization of Industry. 


What must the President do before 
“drafting industry?” 
He must determine, after consultation 
with the National Security Resources 
Board, that it is in the interest of na- 
tional security for the Government to 
demand prompt delivery of military 
goods or materials. It is not necessary, 
however, for an emergency to be de- 
clared before use of those special powers. 


What is a producer required to do? 

He must rush production of military 
goods ahead of all other orders. To make 
sure that there is no misunderstanding, a 
manufacturer would be told that the 
order is being placed under this provision 
of the Draft Act, and thus it is mandatory. 


What happens if an order is not 
carried out? 

That can mean trouble. If an order is not 

carried out according to instructions or 

within a given time, the Government can 

move in. It can take over a plant ‘or 

mine or any other facility and operate it. 


Where does the penalty come in? 

A stiff penalty is possible if an individual 
or firm or company willfully fails or 
deliberately refuses to carry out the 
Government order. That could mean a 
fine of $50,000 or three years in prison, 
or both, for the responsible person, if 
found guilty in court. 
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Is there always a penalty? 

No. If a person can show that delivery 
was not possible or that there were un- 
avoidable delays, he may be able to 
escape a penalty. But a deliberate failure 
to carry out a military order is likely to 
bring court action. 


What goods 
orders? 
The orders can apply to any articles or 
materials whose purchase has been au- 
thorized by Congress for the exclusive 
use of the armed forces or of the Atomic 

Energy Commission. 


are covered by the 


How will orders be allotted? 

Orders will be placed with producers 
having plant facilities to make prompt 
deliveries. But, in addition, the law says 
that small business must get some of 
these orders. No percentage is specified 
for small business. 


What is small business? 
An enterprise is considered small if it 
does not have more than 5090 employes, 
is independently owned and operated, 
and does not dominate the trade or in- 
dustry of which it is a part. 


Can a plant be required to switch to 
military production? 

Yes, it can be. The law says that a plant 
can be required to shift to military pro- 
duction if the President, after consulting 
with the National Security Resources 
Board, decides that it can be readily 
converted. 


How are prices fixed? 

Often that would be done by direct ne- 
gotiation. Otherwise, the law provides 
that the producer is to receive “fair and 
just compensation,” but no method is 
given for determining that. Owners of 
seized plants and mines must be paid 
rental. 


What of steel production? 

Special provisions are made to assure 
steel for military production. The Presi- 
dent is given power to require steel pro- 
ducers to set aside percentages of their 
output toward fulfilling military orders. 
These quotas would be allocated to com- 
panies or individuals having orders for 
steel products needed by the armed 
forces. Persons refusing to obey such 
orders for steel allocations, if found guilty 
in court, could be fined $50,000 or sen- 
tenced to three years in prison, or. both. 
Wide compliance by industry, however, 
is expected to require little, if any, use 
of the stiff penalties. 
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STOCK JITTERS: FEAR OF CONTROLS 


War panic cracked the stock 
market, wiped out billions in 
values. Commodities went up as 
stocks went down. 

It's been an old-fashioned war 
market, without real war. Shoot- 
ing got on the nerves of people 
with money. 

Earnings still will be big in 
1950, dividends promising to 
break all records. Excess-profits 
tax is not in sight. 


NEW YORK 

Panic in the stock market followed 
the outbreak of war in Korea. In- 
vestors, thousands of them, apparently 
were betting that U.S. was heading 
into another major war. 

While stocks went down, commodities 
went up. Price rise centered in things 
that war might be expected to cut off. 
Rubber led the way up. 

It was a plain case of hysteria, the kind 
of thing that has happened before in 
periods of war fright. 

Stock owners rushed in to unload. On 
June 26, first trading day after the Korean 
news broke, prices of stocks on the Dow- 
Jones industrial list went off 10.4 points 
on the average. That was a break of 4.6 
per cent in one day. 

Next day, June 27, the market started 
to stage a comeback, only to be sent 
skidding again with President Truman’s 
announcement that U.S. forces would 
step in to help the South Koreans. The 
day’s price drop was 1.83 points. 

On June 28, the market showed some 
strength. Prices gained 2.61 points on 
the Dow-Jones list. 

Then, on June 29, panic broke out once 
more. Scare selling took over. The price 
index fell off another 7.96 points to 
206.72, lowest level since April 1. 

In four hectic days of trading, 6 billion 
dollars in value of all listed shares had 
been written off. Trading volume in the 
same four days reached 14,410,000 
shares. Volume of June 27 alone was 
nearly 5 million shares. The stock mar- 
ket had not seen such a day since Sept. 
5, 1939, following outbreak of war in 
Europe. 

The effect was to wipe out the gains 
of the last three months of a bull market 
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that had gone on almost without inter- 
ruption since June, 1949. When that bull 
market started, the Dow-Jones industrial 
average was 161.6. On June 23, 1950, 
as the chart on this page shows, the index 
stood at 224.3. By June 29, it had 
dropped 17.58 points, or nearly 8 per 
cent. 

What happened was the same thing 
that has happened before in the first 
shock of war news. 

People got frightened about the possi- 
bility of new controls, higher taxes, curbs 
on profits, a bust in stock prices. Expect- 
ing war, thev could see the Govern- 
ment ordering factories into war pro- 
duction, perhaps taking over some plants. 
They could see priorities, allocations, ra- 
tioning. They could see an excess-profits 
tax to take away a big slice of corporate 
earnings. 

So stock owners unloaded, preferring 
that to the risk of being wiped out in the 
sudden market crash they feared was 
coming. 

A good many people, in their haste 
to get rid of stocks, apparently over- 


looked the tax consequences of what they 
were doing. The man who got panicky 
and sold shares he had owned less than 
six months will find himself stuck with 
the full income tax rate on any profit he 
realized on the sale. These rates rise to 
an effective level of 77 per cent. 

If. on the other hand, he had held 
on until six months had _ passed. he 
could have reported his profit. for tax 
purposes, as a long-term capital gain. 


The top effective rate on such gains is 
25 per cent. Now, if he buys back at 
the new low prices, it will take him six 
months to build up the same tax ad 


vantage. 

Some investors are waking up to th 
fact that, in backing away from a market 
bust, they signed over to the tax col- 
lector a sizable portion of the profit that 
their stocks had been building up in the 
bull market of recent months. 

Actually, some of the things that in- 
vestors seemed to fear most are not vet 
in sight. 

New controls, on any drastic scale, 
are not likely in advance of a greater war 


WHAT WAR NEWS DID TO THE STOCK MARKET 
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emergency than is indicated at the pres- 
ent time. 

Excess-profits tax is not being con- 
sidered now. The tax bill just passed by 
the House would raise taxes of the 23,- 
00 corporations with the biggest profits 
by a little less than three percentage 
points. Most corporations would get a 
tax cut. Net effect would be a tax in- 
crease Of 433 million dollars a year for 
corporations as a whole. There is no 
thought of going further than that with- 
wt a sharp rise in war spending, which 
isnot expected immediately. 

Profits at high levels still look like a 
sood bet for 1950. Taking the stocks of 
companies on the Dow-Jones industrial 
list, it appears that earnings will average 
13 per cent above 1949. 

Dividends for this same group are 
likely to average at least 21 per cent 
above the peak year 1949. In the first 
quarter of 1950, profits were lower than 
in the same period of the preceding 
year. That was because strikes held up 
production. But, in the face of a drop in 
profits, dividends rose 16 per cent above 
those of the first quarter of 1949. 

Yields on common stocks often run 8 
x 9 per cent at today’s stock prices. 
Moody’s index of 125 industrial stocks 
shows an average vield of around 6 per 
cent, which is more than twice the yield 
m Moody’s 120 corporate bonds. This 
broad gap has attracted many an investor 
to common stocks in recent months. The 
spread has been widened by price 
changes of the last few days. 





Cash on hand, together with Govern- 
ment bonds held by U.S. corporations, 
stands at more than 40 billion dollars, 
and keeps rising. With this huge back- 
log, many companies should be in a 
position to maintain fairly liberal divi- 
dend policies, even though their earnings 
were to fall off. 

These factors of strength are not uni- 
form throughout industry. Nor did all 
companies share in the bull market that 
started in mid-1949. But the financial 
position of corporations, as a group, is so 
strong that a good many people had 
thought the market could shake off the 
usual case of war jitters this time. Events 
proved that theory to be wrong. 

Commodities, here and there, also 
reflected this siege of war nerves. 

Rubber, as shown by the chart on this 
page, went up sharply in price. Two days 
in a row, rubber rose the permissible limit 
of 2 cents on the market. Then it slid off 
a bit. 

Pepper shot up in price, but there 
was little trading. Coffee and cocoa went 
up. Metals showed but little initial re- 
action. The price of lead was cut by half 
a cent a pound on June 28, the second 
reduction in less than a week. 

Prices of most domestic agricultural 
commodities held below recent highs. 
Live hogs, however, moved up to a new 
nine-month high of $22.50 a hundred 
pounds at Chicago. 

War fever was much 
nounced in the stock market than in the 
commodity markets. As things have 
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turned out, it may be some time before 
the market levels off. Scare selling, once 
it takes hold, is hard to stop. A see-saw 
ing market has been normal in previous 
periods of war fright. News of war holds 
the key to market behavior in the period 
just ahead. 


HOUSE TAX PLAN 
GAINING SUPPORT 


Tax changes along gencral lines just 
voted by the House still appear to be a 
likely prospect for 1950. This assumes 
no new turn in war developments that 
might necessitate a sharp increase in 
military spending. 

Excise cuts have been promised re- 
peatedly for this vear. The Senate Fi 
nance Committee, which now begins con 
sideration of the tax bill, will not want 
to back down on that promise as long 
as U.S. operations in Korea can be re- 
garded as merely a policing job. House 
vote on the bill was 375 to 14. 

The reductions in excises voted by the 
House may be narrowed down in the 
Senate. But the odds still are on the side 
of reduction more generous than the 655 
million dollars a rear recommended by 
President Truman. Excise reductions in 
the House bill add up to $1,010,000.- 
000. 

Tax increases in other fields to off- 
set the loss in revenue from excise cuts 
may stand a better show in the Senate by 
reason of war danger. As passed by the 
House, the bill promises a net increas« 
in revenue for the next five years. 

Corporate-tax increase, for example 
had drawn opposition from influential 
Senators. Those same Senators, now that 
war is more of a threat, may be inclined 
to go along with the idea of getting som« 
extra revenue from this 
House bill would raise corporate taxes 
by 433 million dollars a year. 

Faster payment of corporate taxes 
also may pick up some additional support 
in the Senate. This plan, a modification of 
a proposal originally submitted by Rep 
resentative Wilbur D. Mills (Dem.), of 
Arkansas, aims at bunching corporate 
tax payments into two installments per 
vear instead of the present four. Change- 
over would be made gradually over a 
five-vear period. By getting the money 
in faster, this system would produce 
an average of 840 million dollars a vear 
in extra revenue during the next five 
vears. 

An excess-profits tax is not in the 
cards at this time. Only a major war 
would change Congress’s mind on this. 

Personal-tax increase is not being 
considered. 

Only the tax increases voted by the 
House appear to have any chance in the 
Senate right now. War with Russia could 
change the whole picture. But this is thg 
way things stand at the moment. 
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News-Lines 





What you as a businessman CAN and CANNOT do 
as a result of federal court and administrative decisions: 


YOU CAN sometimes refuse to bar- 

gain with the union representative of 
your employes if he bears a grudge 
against you. A circuit court of appeals 
holds that one employer did not violate 
the Taft-Hartley Act, by refusing to bar- 
gain collectively, when the union negoti- 
ator had expressed his purpose to destroy 
the employer's business. 


YOU CAN, under some conditions, 
promise a union to hire workers only 
through a hiring-hall system, without 
getting into difficulty with the Taft-Hart- 
ley Act. The General Counsel of the Na- 
tional Labor Relations Board approves a 
contract, between a union and a building 
contractor, calling for such an arrange- 
ment. It is emphasized, however, that 
the hiring hall must provide jobs for 
nonunion as well as union workers. 


YOU CAN expect the Department of 

Agriculture to continue its acreage 
allotments for wheat in its price-sup- 
port program in 1951. This is announced 
by the Secretary of Agriculture who, at 
the same time, says that marketing quotas 
will not be required for next year’s crop. 


* * * 


YOU CAN count on being paid a fee 

by the Government for wheat 
stored under the price-support program. 
The Department of Agriculture an- 
nounces that it will guarantee farmers a 
fee of 7 cents a bushel for wheat stored 
on farms. A payment of 10 cents a bushel 
will be made for the grain placed in com- 
mercial storage. 

* * # 


YOU CAN, as a resident of a com- 

munity-property State, be required to 
consider that one half of your wife’s earn- 
ings is your own, for tax purposes, in 
determining if 80 per cent of your income 
is derived from sources within a U.S. 
possession. This decision is handed down 
by the U.S. Tax Court in the case of a 
Texan who was employed in Puerto Rico. 


* * * 


YOU CAN find out from the Federal 

Trade Commission about trade-prac- 
tice rules that will apply for the Vene- 
tian-blind industry. These rules are 
issued by the Commission after a public 


hearing that followed conferences with 
representatives of the industry. 


YOU CAN now get information 

about the new rules under which 
displaced persons will be admitted into 
the U.S. The Displaced Persons Com- 
mission amends its regulations governing 
entrance of DPs, to conform with changes 
recently voted by Congress. 


* * * 


YOU CANNOT, as operator of a 


fruit-packing shed, expect to get 
I s } g 


exemption under the Taft-Hartley Act 
merely because you contract to help a 
fruit grower in the cultivation and 


harvesting of his crop. NLRB rules that 
such an arrangement does not eliminate 


the packer’s employes from coverage. as 
agricultural workers, under Taft-Hartley. 
So a_collective-bargaining election is 


ordered by the Board for the emploves. 
* %* 


YOU CANNOT count on an income 

tax deduction for the full amount of 
your contribution to your employes’ 
profit-sharing pension plan if you pay 
in more than required under the plan. 
The U.S. Tax Court holds in one case 
that an employer's contributions above 
the required amount may not be de- 
ducted in figuring his income tax. 

* * * 

YOU CANNOT treat as a business 

expense, for income tax purposes, a 
commission that you pay to an agent for 
leasing oil and gas lands that you own. 
The U.S. Tax Court decides that a pay- 
ment of this kind, for obtaining leases on 
properties, must be treated as a capital 
expenditure. The owner’s claim for a bus- 
iness-expense deduction is denied. 


* * * 


YOU CANNOT import poultry into 

the U.S. from any country, except 
Canada and Mexico, without getting a 
special import permit from the Depart- 
ment of Agriculture. This step is taken 
by the Department in an effort to prevent 
certain poultry diseases from being 
brought in. Imported poultry will have 
to go through a period of observation 
under quarantine before entry is per- 
mitted. The observation period some- 
times will be 15 days or longer. 





Conclusions expressed in these paragraphs are based upon decisions and rulings of 
courts and Government bureaus. In making their decisions, courts and bureaus consider 
many facts which, for reasons of space, cannot be set forth in detail. U. S. News & Wortp 
REPORT, on written request, will refer interested readers to sources of this basic material. 


U. S. NEWS & WORLD REPORT 








W 


a | 


Cl 


Issue of 








Issue of July 7, 1950, Volume XXIX, No. 1 














SINGAPORE....TOKYO....LONDON.... 





>> Commodity prices last week did not signal another world war. Prices of 
Steel, steel Scrap, copper, lead--the war commodities--did not move up. Korean 





trouble did cause a run-up in prices of Far Eastern and Pacific products. 
Rubber and pepper moved up fast; tin, more Slowly. Wool, burlap, coconut 
oil were up a little. All would be affected by a widespread Pacific war. 








U.S. is in much better shape on most of these commodities than before Pearl 
Harbor. Tin stockpile is bigger. Natural-rubber stockpile is adequate, backed 
as it is by big synthetic capacity. Substitutes are at hand for burlap and wool 
(to a degree). Silk is replaced by nylon and other fibers. 

Despite all this, scramble for supplies will intensify if real war looms. 

War or stepped-up preparedness will eat up commodities fast. ; 








Meanwhile, gold price in Paris and other black markets is pushed up by the 
war scare. Diamond prices are rising, as they always do in times like these. 





But remember this: Prices will be vulnerable, if Moscow backs down. 





>> South Korea is to remain heavily dependent on U.S. aid, if the North 
Koreans can be driven back to their boundary on the 38th parallel. 
Unnatural division of Korea into two parts has been making economic 





recovery in South Korea a stiff uphill battle. War destruction won't help. 

South Korea has two thirds of the agricultural resources of the whole 
peninsula, over two thirds of the population, 90 per cent of the textile plants, 
65 per cent of the food-processing plants, most of the light industry. 

But soft coal has to be imported from Japan; steel, heavy machinery and 
fertilizer from the U.S., and electric power is Seriously short. 

North Korea has plenty of coal, iron, steel, heavy industry, plenty of 
fertilizer plants, a surplus of electric power, but not enough food. 

Yet, little trade moved between the two segments even before the fighting. 

The 38th parallel has proved to be an Iron Curtain, junior size. 














>> After the fighting, big problems in South Korea are to build up exports and 
cut back on imports by producing more of what is needed at home. 

Economic Co-operation Administration has been working in that direction. 
ECA projects include opening up more coal mines, erecting a cement plant to cut 
imports, putting up power plants, increasing exports of marine products. 

Biggest export, traditionally, is rice to Japan. This year, for the first 
time since V-J Day, Korean rice has been moving to Japan in large quantity. 








Next year, much heavier rice exports were planned. 
Given peace and continued large ECA aid, South Koreans hoped to come fairly 
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BUSINESS AROUND THE WORLD-- (Continued) 


close to balancing their exports and impcerts by 1953. This year exports have 
been only about a third as large as imports. Recovery timetable will be set 
back badly if fighting is prolonged and widespread. It looks as if the 600 


million dollars the U.S. has spent to help South Korea is only the beginning. Bu 


>> As war clouds gather, the British find dollars flowing into London in a 
widening stream. Their dollar holdings are mushrooming fast. 

Main reason is the U.S. boom. That has been generating big U.S. imports at 
high prices from the Empire. Continued large purchases by the U.S. are to be ‘ 
expected if the Far Eastern situation deteriorates. But, if the Korean affair 
blows over, the British will start worrying again about the U.S. boom. Booms 
have a way of fading. The British remember what happened last year. 

Just now, though, the British are able to salt away their U.S. dollar aid, To 
f use it to fatten up their reserves against possible lean days ahead. 








>> Unofficial estimates show how dollars and gold are accumulating in London: 

Just before devaluation last September, gold and dollar reserves of the 
sterling area fell to the low point for the postwar period at 1.35 billions. 

Now they are about a billion dollars higher. That's a startling recovery. 

Around 300 millions of this gain came in the three months just ended. 

Reasons for the thumping second-quarter Showing are readily apparent: 

High prices for rubber, wool, cocoa and other Empire commodities and large- 
scale buying by Americans brought in a flood of dollars. These were turned over 
to the London dollar pool by Australia, Malaya, West Africa and the other selling Ne 
countries. Empire countries made more dollars than they used. Not so, Britain. 
| Britain continued heavily in the red in trade with the U.S., though there 
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| was a pickup in sales of British cars, woolens, linen and other things in the s 
} U.S. British buying of American goods continued at reduced levels. ” 
| With Canada, Britain wiped out her traditional trade deficit. I 

Gold losses to Switzerland, Belgium and Western Germany were stopped, as 
| British trade with these neighbors was carefully balanced. Oil-royalty Pri 
| payments in gold to Iran were smaller than in preceding quarters. 





South African gold flowed into London in modest amounts. Britain started 
| to benefit from the trade arrangement whereby South Africa pays in gold to clear 
up bills on certain kinds of British merchandise. 
Net of all these items was an increase in gold and dollar reserves. 
In addition, Marshall Plan aid put more than 200 millions at Britain's dis- 
posal. And about 30 millions was drawn out of the Canadian credit to Britain. 
Whereas in 1949 the outflow of dollars from London was dangerously large 
| despite U.S. aid, now there's a healthy inflow. Dollar earnings of the sterling 
| area are up and dollar spending is off. Result is, gold and dollar reserves are 
) now higher than they were when the Marshall Plan started. Still, London isn't 
on Easy Street. Reserves are much smaller than before 1939. 














>> You still can't count on the British to allow more American goods in. 

Margin of safety is too narrow for that, yet. 

Besides, the British must look ahead. Barring a war, U.S. buying may 
Slough off. Britain must start repaying her U.S. loan next year. Marshall Plan 
aid will be dropping sharply. Road ahead is rough. But, if war is right around 
the corner, Britain at least is much stronger financially than a year ago. 
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= Plus and Minus 

Business purchases of goods have ee sation, are at their lowest rate since 
taken a sharp turn upward as con- Deficits and Surpluses 1948. 
sumer demand remains heavy and Of U.S. Government Bank loans to business mounted 173 
prices threaten to rise. Billions of Dollars million dollars in the first three 

Wholesalers’ sales in May—weeks [+10 T weeks of June, though seasonal ex- 
before start of the war in Korea— | sth Surpluses a pansion normally begins later in the 
jumped to 9 per cent above May, 0 ! summer. Consumer and real estate 
1948. In April and the first four loans are growing steadily. 
months of 1950, sales had been ~10 The U.S. money supply, at 169.5 
about equal to a year ago. Details billions on June 1, was 1 billion 
follow: ES above May | and only 500 millions 

PSarhcagng org —20 ans = below its postwar high. es 
April May || The Government's deficit, shown in 

Total 0 +9 |-30 the top chart, will amount to about 
aa - he 1% ‘ 3.5 billions in the fiscal year ended 
nd! chemicals : 2U 4 ee June 30, 1950. Larger outlays for 
arse bldg mat's +3 he ” | defense and foreign aid, if required 
Plumbing & heating pony +17 |p by the war, will put the Govern- 
Paper & prod’s +5 +13 i ment deeper in the red, unless taxes 
Shoes — 7 +13 | are raised. The threat is that a rising 
en enor ome z : Be oo "90 Pee "9 — “40 — 50 deficit will add to Government debt 
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THE KREMLIN’S OFFENSIVE 


BY DAVID LAWRENCE 


HROUGHOUT AMERICA the people are asking “is this 

war?” President Truman answers emphatically that 
it isn’t. 

But all of us know that the only place that a real 
answer can be made is in the Kremlin, where a handful 
of men can cast the die for war or peace. 

There are other questions, however, that must be 
asked of ourselves. Why is it that our military talk 
and the building up of our huge armament program 
hasn’t deterred the Moscow regime? Where are all the 
“areas of strength” about which we have been talking 
in official speeches now for several months? 

It is being said that the Russians wanted to “test” 
us—to see if we would be firm and, indeed, if we would 
fight. But why should there have been any doubt about 
it? Is there anything in the American war record to 
imply that we would falter in a crisis? Why isn’t our 
military thinking accepted by the Kremlin—that if 
you are militarily strong, you deter the other fellow 
from aggression? Reams and reams of paper have been 
consumed by Pentagon speakers these last few years 
telling us that this was the real American bulwark 
against war. 


The truth of the matter is that no peoples any- 
where are eager for war—not even in Russia. 

The truth is this is a propaganda affair—a battle of 
wits on the psychological front where we are weakest 
because we spend the least money there and fail to see 
that our policy-making is itself part of the psychologi- 
cal combat. It is now admitted by all our high officials 
that we had to intervene in Korea lest we “lose face” 
throughout the world and lest the Communists per- 
suade the peoples in Italy, France, Greece and Turkey 
and in Southeast Asia that we would not protect them 
against aggressors. 

We have been wrong, therefore, on two major counts 
—we have failed on the psychological front and we 
have blundered even in applying our own military 
doctrines. 

Why, for instance, have we put nearly all of the 
Navy’s 100 or -nore aircraft carriers into “mothballs”? 
Why have we allotted just three aircraft carriers 
to the entire Pacific? Why are all our 71,000 Ma- 
rines—the best expeditionary force of ground-air 
troops in the world—encamped in continental United 
States? 

Why have European-minded heads of our armed 
services imagined that the Communists would start a 


war only in the places where we choose to meet them? 
We have had all along the ships and the equipment to 
create an “area of strength” in the Far East. We could 
have prevented a Communist march into Korea if we 
had kept a couple aircraft-carrier task forces patrolling 
Korean waters. We have known for months it was a 
trouble area. 


As for propaganda and psychology, our De- 
partment of State has spent a lot of time denouncing 
the Chinese Nationalists and edging up to the Chinese 
Communists. We read on April 3 last that Far Eastern 
experts like Owen Lattimore had advised the Depart- 
ment of State to abandon Korea. The chairman of our 
Senate Foreign Relations Committee, as late as the 
interview in our May 5 issue, intimated that Korea 
might have to be forsaken. 

Why, in the face of all this, shouldn’t the Commu- 
nists start marching across the 38th parallel? We 
have been giving them psychological invitations for 
many months. 

We have also failed to make better use of moral force 
and particularly of idea-penetration into the satellite 
states—where the Moscow regime would feel the har- 
assment keenly. We are letting the Soviets take and 
keep the initiative while we sit back in a defensive at- 
titude and wait for the next kick in the pants. 

There are many ways to win the cold war without a 
shooting war. Some of these were outlined on this page 
in our May 5 issue. When are we going to become 
realistic and realize that in the end there will be a 
large-scale war unless we now recognize that it is the 
Russian people and the people of the satellite countries 
that we must help? We must demonstrate by our plan- 
ning and our offers of economic aid that they cannot 
get freedom under the tyranny of Moscow. 

Above all, we should announce to the world that we 
cannot make treaties or accept the word of the present 
rulers of Russia and that only when there is a free gov- 
ernment in Moscow will there be an opportunity to 
reduce armament burdens everywhere. 

The time has come to draw a line between the evil 
men in the Kremlin and the Russian people and take 
our stand on that premise, being prepared for any con- 
sequences. This would mean a surge of moral and 
physical force which would inspire free men every- 
where. The evil designs of unscrupulous tyrants can 
be frustrated. The miraculous power of a human spirit 
dedicated to justice and freedom is invincible. 
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“Masked headlight test’— practical imagination at work at Chrysler Corporation 


They found the lost light 


Ever hear of the “masked headlight 
test”? You're looking at it in this pic- 
ture—a demonstration of the great 
new headlights that make night driv- 
ing safer and easier for owners of 
the new Plymouth, Dodge, DeSoto 
and Chrysler cars. 

Those engineers in the picture are 
“masking” two different headlights 
with metal discs. The discs, in this test, 
cut off all the light except in the very 
center of the lens — just where you'd 
expect the most light to be. 


Note how clearly the boy on the 
bicycle is seen with the new Chrysler 
Corporation headlight on the car at 
right. No light lost here! It throws a 
brilliant safe illumination even in this 


extreme test — light that makes night 
driving far easier, and that dips safely 
for passing. Contrast this with the 
beam at the left from the old-style 
headlight! 


Our engineers made ingenious use 
of optical laws in designing our new 
headlights to cut out hazy spots and 
give you more light on the road. After 
thorough road-testing. weve made 
them standard on all Plymouth, 
Dodge. De Soto and Chrysler ars. 


This important headlight improve- 
ment is another example of the w ay we 
use practical. creative imagination at 
Chrysler Corporation to make driving 
safer and more comfortable for you. 
Our dealers invite you to take a drive 


to see how much easier after-dark driv- 
ing is in the great new Plymouth, 
Dodge. De Soto and Chrysler cars. 


Thirty per cent of your driving is done at night, if 
you're like most motorists. New headlights in the 
great new Plymouth, Dodge, De Soto and Chrysler 
make night driving safer and easier on your eyes— 
put more light on the road — stay bright longer. 


Atala tiillion ee ne ee CHRYSLER CORPORATION 


C 


Airtemp Cooling, Heating, Refrigeration 


Chrysler Marine & Industrial Engines 


PLYMOUTH 


Dodge Job-Rated Trucks 


DODGE 


Oilite Powdered Metal Products 


DE SOTO CHRYSLER 


Mopar Parts & Accessories Cycleweld 
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The CAPEHART “Wilshire”—with 16-inch rectangular tube 


Through * i, t- a comes today’s foremost television receiver... 


The Incomparable 





cine in chassis engineering ... foremost in picture and tone 
quality ... foremost in cabinetry ...That’s the new Capehart, brought to 
you by Capehart-Farnsworth Corporation, an associate of International 
Telephone and Telegraph Corporation! On every count, Capehart is the 
most completely satisfying television available to you today. 
Capehart’s Polatron* picture and Symphonic-Tone System combine to 
give you superb television performance. For proof, see and 
hear Capehart! Priced from $269.507 upward. 


+Plus tax. Prices subject to change without notice—slightly higher South and West. 
*Trade Mark Reg. Available at slight extra cost. 





CAPEHART tone is also available in neu 


International Telephone and Telegraph Corporation, New York 
1950 phonograph-radios ! ( Above) 














